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Preface
The Guide to Federal Tax Elections is the third book to be
published in the Institutes Studies in Federal Taxation series.
The objective of this series is to help CPAs meet their responsi
bility of providing high quality service in the area of federal
taxation.
We believe this study is unique. It is likely to be the most
comprehensive treatment on the subject of “tax elections” pub
lished to this time. It provides the widest possible coverage of
this subject within practical limits and should be of special as
sistance as a tax planning guide.

Those who are familiar with our earlier Tax Studies will rec
ognize that this publication is the first in the series to be pub
lished in loose-leaf form. This format should make it easier to
keep the guide as current as possible. Please note that a 1973
supplement has been added to this edition of the book. Addi
tional supplements will be published as conditions warrant.
vii

To help insure the completeness and accuracy of the data, we
were fortunate to have been assisted by the tax committees of
the following state CPA organizations:
California Society of CPAs
Colorado Society of CPAs
D. C. Institute of CPAs
Florida Society of CPAs
Illinois Society of CPAs
Massachusetts Society of CPAs
Michigan Association of CPAs
Missouri Society of CPAs
New York State Society of CPAs
Ohio Society of CPAs
Pennsylvania Institute of CPAs
Texas Society of CPAs

In addition, the following members of the 1971-72 Committee
on Tax Publications of the Division of Federal Taxation assisted
in an advisory capacity: John N. Kamp, CPA, Chairman; J. Fred
Kubik, CPA; Robert J. Mooney, CPA; William L. Raby, CPA;
Ray M. Sommerfeld, CPA; and Bernard Werner, CPA.
Finally, I would like to thank Joyce Monroe of the Institute’s
Publications Division for her diligent attention to all the tech
nical, printing, and production details involved in this publication.
Joel M. Forster, CPA, Director

Division of Federal Taxation
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introduction

Purpose and Scope
The primary purpose of the Guide to Federal Tax Elections
is to identify the alternative courses of action that are available
under the Internal Revenue Code and the applicable rules and
regulations.
Alternatives often lie buried in the mass of words that make
up the Code and Regulations. Moreover, while alternative meth
ods are sometimes clearly labelled “election,” this is not always
the case. In many instances the word “election” does not appear
at all and its existence is merely indicated by such words as “in
lieu of” or “privilege.”
Opportunities to use elections may be missed simply because
practitioners are unaware of their existence or are unable to
ferret them out. This Guide is intended to help practitioners
avoid missing opportunities for sound tax planning.
The Guide to Federal Tax Elections compiles the various
choices available to taxpayers in a concise and orderly fashion.
This approach provides the widest possible survey without the
burden of excessive detail. If a particular election is of interest,
reference is provided to the official sources for further explora
tion.
The Guide attempts to cover all elections regarding income,
employment, estate and gift taxes contained in the Internal
Revenue Code and applicable rules and regulations as they
existed on January 1, 1972. The continuous output of regulations

has made this cut-off date a necessity. Where the production
schedule allowed, events following the cut-off date have been
incorporated into the Guide.
In determining whether or not an item qualified for inclusion
1-1

as an “election,” the term was given the broadest possible inter
pretation. The following definitions from Mertens’ Law of Fed
eral Income Taxation (Chapter 60) have served as guidelines for
determining the existence of an election:

“The choice of one of two rights or things, to each of
which the party choosing has an equal right, but both of
which he cannot have.”
“The doctrine of election implies that a taxpayer is given
the option of freely taking two courses of action; where
there is no freedom of choice and the election is by compul
sion, the rule is inapplicable.”
“A necessary requirement for an ‘election’ is that there be
a ‘manifestation of choice,’ a clear exercise of the option as
shown by some overt act.”
Source materials used in this Guide are: the Internal Revenue
Code, Regulations, other IRS pronouncements, tax forms and
tax form instructions.

How to Use the Guide

Format. The compilation of elections contained in this publica
tion have been arranged in Code section order. Where two or
more elections exist within the same Code section, the elections
have been further classified according to Regulations section. Ad
ditional elections are described in the 1973 Supplement, which
the reader should also consult.
Preceding each election is a descriptive title. The applicable
Regulations section and IRS forms (if any) used to make the
election are also given. Generally, the description of an election
is composed of three parts—a short explanation of the election,
information regarding the time and manner of making the elec
tion, and information discussing the time and manner of revo
cation or termination of the election.
Composite Election Locator. Chapter 2 of the Guide is composed
entirely of a “Composite Election Locator.” The Locator
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is designed to help determine the existence of an election. Every
election in the Guide has been listed in the Locator in Code
section order. However, it is not necessary to know an election’s
Code section in order to use the Locator. In fact, most of the time
the best use of the Locator will occur when the Code section
is not the primary source of entry.
The Locator is divided into three parts:

• Official References. This part gives the Code and Regula
tions section for each election.
• First Year Elections. This part contains a listing of those
elections which may be made either upon the inception of the
entity (e.g., selection of an accounting method) or upon the
occurrence of an event for the first time (e.g., the incurring of
intangible drilling expenses). This listing could be helpful in
providing initial tax planning ideas.
• Entities. This part classifies taxpayers according to cate
gories for tax purposes. It will enable the reader to identify all
elections applicable to a particular type of entity. For example,
by glancing down the partnership column, all elections applicable
to partnerships are marked with an “X.”
As an aid to further
research concerning an election, a Cross Reference Index to
Revenue Rulings and Procedures is provided. Through the use
of this index, it can be determined whether an election has been
the subject of a Revenue Ruling or Revenue Procedure.
The rulings and procedures are listed in the chronological
order of their issuance. The list contains pronouncements on the
mechanics of an election as well as pronouncements which deal
with elections in particular factual situations.
Index of Revenue Rulings and Procedures.

Appendix of Tax Forms. An Appendix of tax forms used in mak
ing elections is also provided. It contains reproductions of the
official IRS tax forms and the pertinent parts of their instructions.
Every effort was made to obtain the latest versions of such
forms up to the time of publication.
1-3
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Composite
Election Locator

Explanation of Locator

This election locator is designed to help you determine whether an
election exists which may be of interest to you. It is divided into three
areas:
1. Official References—This portion of the locator deals with Code
and Regulations sections. If you are working with a particular Code
or regulations section you may quickly determine what elections exist
under that section by referring to this portion of the locator.

2. First Year Elections—This column contains a listing of those elec
tions which should be made either at the inception of an entity (e.g.,
selection of an accounting method) or upon the occurrence of an
event for the first time (e.g., the incurring of intangible drilling
expenses).
3. Entities—Under this portion of the locator taxpayers are classified
according to categories for tax purposes. This will enable you to iden
tify all elections applicable to a particular type of entity. For example,
the X marks in “Partnership” column denote those elections which may
be applicable to partnerships.

2-1

3-1

Use of Optional Tax Tables

1.3-1; 1.4-2

3, 4

3-2

Retirement Income Credit

Apportionment Among Affiliated Group
Members
Rights to Apportionment

Estimated Useful Life

Multiple Asset Accounts

1.37-1 (d)(2)

1.46-1(f)

1.46-1 (f)(3)(ii)

1.46-3(e)

1.46-3(e)(3)(ii)

1.47-1 (c)(2)
1.47-1 (e)(2)

37(i)

46

46

46

46

47
47

Dates of Additions and Retirements
Treatment of Mass Assets

X

X

X

3-4
3-4

X

First
Year
Ejection

3-3

3-3

3-3

3-2

3-2

Foreign Tax Credit

33

Investment Credit:

3-1

Income Averaging

5(b)(3)

3-1

Joint Returns

1.2-1

Rates and Credits:

Determination of Tax Liability

Ejection______________________________Page

2

Code Sec.________ Regs. Sec._______

Composite Election Locator

Composite Election Locator

2-2

3-6
3-7

Recapture and Subchapter S

Selection of Used Property

Leased Sec. 38 Property

1.47-3(d)

1.47-4(b)

1.48-3(c)(4)

1.48-4(a)

47

47

48

48

Proposed Regs. Sec.

72(h)

61

Annuity vs. Lump Sum

Annuities:

Blocked Foreign Income

Gross Income:

3-7

4-1

4-1

Computation of Taxable Income

Allocation of $30,000 Exemption

73-1

1.58-1(c)(3)*

Elimination of “ 15 Percent Net Lease
Test”

58(b)

73-1

Aggregation of Multiple Leases

57(c)(2)

57(c)(3)

Minimum Tax:

3-6

Disposal and Reselection ofUsed Property 3-5

X

X

X

X

X

3-5

Asset Disposal Dates

1.47-1(e)(3)(iii)

3-4

Useful Life

1.47-1(e)(3)(i)

Page

47

First
Year
Election

47

Code Sec.________ Regs. Sec.____________ Election___________________

Composite Election Locator
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1.103-10*

1.108(a)(1), (2)

1.121-4

1.141-1 (d)(2)

103(c)(6)(D)

108

121

141

Proposed Regs. Sec.

1.144-1

13.1

83(b)

144

1.77-1

77(a)

Standard Deduction

Separate Returns

Minimum Standard Deduction:

Over Age 65

Sale of Residence:

Exclusion from Income

Discharge of Indebtedness:

Industrial Development Bonds

Interest on Governmental Obligations:

Inclusion in Income

Restricted Property:

Treatment as Income

Commodity Credit Corporation Loans:

4-4

4-4

4-3

4-3

73-2

4-2

4-2

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator

X

X

First
Year
Election

2-4
4-7

Treatment
Guaranteed Debt Obligations

1.166-3

1.166-1,-4

166(a)(2)

166(c)

73-3

Asset Depreciation Range System

ADR — Used Property Rule

1.167(a)-11*

1.167(a)-11(b)(5)
(iii)*

167(m)

Proposed Regs. Sec.

73-2

Accounting for Property

1.167(a)-7

4-7

4-6

4-5

167(m)

Depreciation:

B a d Debts:

Year of Deduction

Disaster Loss:

167

166(g)

4-6

Partial Worthlessness

1.165-11

4-5

165

Incidental Materials and Supplies

Business Expenses:

1.162-3

4-5

Page

162

Multiple Support

Dependents:

Election

1.152-3

Regs. Sec.

152(c)

Code Sec.

Composite Election Locator

X

X

X

X

First
Year
Election

2-5

73-4

ADR— “ Subsidiary Assets”

1.167(a)-11(b)(5)

167(m)

Choice of Method
Rates and Life

Change of Method

Change of Method for Sec. 1250
Property

1.167(b)-0

1.167(d)-1

1.167(e)-1(b)

1.167(e)-1(d)*

167(b)

167

167(e)

167(e)

Proposed Regs. Sec.

1.167(f)-1

Reduction of Salvage Value

73-9

ADR— Ordinary Retirement by Transfer
to Scrap— Special Option

1.167(a)-11(d)(3)
(viii)*

167(m)

167(f)

73-8

ADR— Ordinary Retirement by Transfer
to Scrap

1.167(a)-11 (d)(3)
(vii)(d)*

167(m)

4-9

4-9

4-9

X

X

73-8

ADR— Reduction of Salvage Value As
Retirement Occurs

1.167(a)-11(d)(3)
(vii) (b)*

167(m)

X

73-7

ADR— Treatment of Special Basis
Vintage Account

1.167(a)-11(d)(3)

167(m)

4-8

73-6

ADR— Allocation of Indirect Costs to
Repairs

1.167(a)-11(d)(2)
(ii)(b)*

167(m)

First
Year
Election

4-8

73-6

ADR— Repair Allowance

1.167(a)-11(d)(2)*

167(m)

(vi) *

73-5

ADR— Averaging Conventions

1.167(a)-11(c)(2)*

167(m)

(vii) *

73-4

ADR— Investment Credit Property

1.167(a)-11(b)(5)
(iv)*

167(m)

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page
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1.169-4*

1.170-3(b)

1.170A-8*

1.171-3

1.172-11

1.173-1(c)

169(b)

170(a)(2)

170(b)(1)(D)

171(c)

172(b)(3)(C)

173

Proposed Regs. Sec.

1.167(k)-4*

167(k)

Treatment

Circulation Expenses:

Treatment

Foreign Expropriation Loss:

Amortization

Bond Premium:

Ceiling for Individuals

Contributions of Capital Gain Property:

Timing of Deduction by a Corporation

Contributions:

Pollution Control Facility

Amortization:

Low-Income Rental Housing

4-13

4-12

4-12

4-11

4-11

4-10

4-10

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator

X

X

X

X

X

First
Year
Election

2-7

Fertilizer Expenditures

Land Clearing Expense

1.175-1,-6

1.177-1

1.179-1,-2,-3,-4

1.180-1,-2

1.182-1,-6

175

177

179(c)

180

182

Farmers:

Additional First-Year Allowance

Depreciation:

Treatment

Trademarks and Trade Names:

Treatment

Soil and Water Conservation Expenses:

Cost of Developing Computer Software

1.174-3,-4

174(a), (b)

4-17

4-17

4-16

4-16

4-15

X

X

X

X

X

4-14

Deferral

1.174-4

4-14

X

4-13

Treatment

1.174-3

174(b)

First
Year
Election

174(a)

Research and Experimental Expenses:

Code Sec.________ Regs. Sec.____________ Election______________________________ Page

Composite Election Locator

2-8

13.0

13.0

185(c)

187(b)

* Propo sed

Regs. Sec.

Reimbursement and Deduction

1.217-2(a)(2)*

217

218(c)

Timing of Deduction

To Political Candidates

Contributions:

Moving Expenses:

1.217-1(d)(2)

217(d)(2)

Decedents

1.213-1(d)

73-11

73-10

4-20

4-19

73-10

On-the-Job Training and Child Care
Facilities: Amortization

Medical Expenses:

4-19

4-18

4-17

Amortization

Coal Mine Safety Equipment:

Amortization

Railroad Grading and Tunnel Bores:

Amortization

213(d)

188(a)

13.0

184(b), (c)

Railroad Roiling Stock:

Code Sec.________ Regs. Sec.____________ Election______________________________Page

Composite Election Locator

X

First
Year
Election

2-9

1.248

1.263(c)-1

1.266-1(c)

1.302-4

248

263(c)

266

302(c)(2)

Proposed Regs. Sec.

1.305-3(d)*

1.243-1,-4

243(b)

305(b)(2)

Regs. Sec.

Code Sec.

Composite Election Locator

4-22

4-22

4-21

4-20

Page

Disproportionate Distributions

Stock and Stock Rights:

Termination of Interest

Stock Redemption:

73-11

5-1

Corporate Distributions and Adjustments

Treatment

Taxes and Carrying Charges on Property:

Treatment

Intangible Drilling Costs:

Treatment

Organization Expenses:

Affiliated Groups

Dividends-Received Deduction:

Election

X

X

First
Year
Election

2-10

1.316-1(b)

1.333-1,-3

1.334-1

1.337-1,-6

316(b)(2)(B)

333

334(b)(2)

337

341(f)

1.307-2

307(b)

Sale of Stock

Collapsible Corporations:

Recognition of Gain or Loss

12-Month Liquidation:

Basis of Property Received

Liquidation:

Recognition of Gain

One-Month Liquidation:

PHC

Liquidating Distribution:

5-4

5-4

5-3

5-3

5-2

5-2

________________ Page

Basis of Stock Rights Acquired

Distribution:

Code Sec.________ Regs. Sec.____________ Election

Composite Election Locator
First
Year
Election

2-11

1.404(a)-10

1.404(a)-1(c)

404(a)(3)(B)

404(a)(6)

Proposed Regs. Sec.

1.441-1(b)

Computation of Ordinary Income Element 73-13

1.402(a)-2(c)(3)(ii)*

402(a)(5)

441

Computation of Employer Contributions

1.402(a)-2(b)(2)(ii)*

6-1

6-1

73-12

Adoption of Taxable Year

Accounting Period:
7-1

X

First
Year
Election

Accounting Periods and Methods of Accounting

Date of Deduction

Payment to Pension Plans, Etc.:

Affiliated Group

Profit-Sharing Plans:

Employees’ Trust:

5-5

402(a)(5)

Deferred Compensation

Reduction in Basis of Assets

Contributions to Capital:

1.362-2

Page

362(c)(2)

Election

Regs. Sec.

Code Sec.

Composite Election Locator

2-12
_________

Existing Partnerships

1.442-1 (b)(2)

1.442-1(c)

1.442-1(e)

442

442

442
7-3

Adoption or Change

Long-Term Contracts

1.446-1(e)

1.451-3,-5

1.451-5

446

451

451

Advance Payments for Goods, LongTerm Contracts, and Future Services

Accounting Methods:

1.443-1(b)(2)(v)(a)

Computation of Taxable Income

Short-Period Returns:

7-6

7-5

7-5

7-4

7-4

Newly Married Individuals

Certain Individuals

7-3

7-2

7-1

Page

Corporations

443(b)

442

Newly Formed Partnership

1.442-1 (b)(2)

442

Change of Accounting Period:

1.441-2(c)(1)

_____________

441(f)

52-53-Week Year

Code Sec.________ Regs. Sec.____________ Election

..

Composite Election Locator

7-2X

First
Year
Election

2-13

1.471-2— 1.471-8

1.461-1(c)

461(c)

471

1.455-6(a), (b)

1.456-6

1.454-1

454

455

Realty and Other Sales

1.453-1(c),-8(b)

453

456

Dealers in Personal Property

1.453-1, -7 , -8

453

Methods

Inventory Valuation:

Year of Deduction

Real Property Taxes:

Dues

Subscriptions

Prepaid Income:

Treatment

Obligations Issued at a Discount:

Installment Method:

1.451-6

451(d)

Year of Inclusion

Crop Insurance Proceeds:

Code Sec.________ Regs. Sec.____________ Election__________________________

Composite Election Locator

7-11

7-10

7-10

7-9

7-8

7-8

7-7

7-6

Page

First
Year
Election

2-14

1.472-8

1.507-2(a)*

1.507-2(b)*

13.9(b)

472

507(b)(1)(A)

507(b)(1)(B)

508(b)

Proposed Regs. Sec.

511(c)

1.511-2(c)(1)*

1.472-1

472

508(e)(2)(B)

1.471-6

471

Treatment of Title-Holding Company
Income

Unrelated Business Income:

Noncompliance with Governing Instru
ments

Private Foundations:

Presumption of Status

Certain Exempt Organizations:

Operation as Public Charity

Termination of Status

Private Foundations:

73-13

8-2

8-2

8-1

8-1

7-12

Dollar-Value Lifo

Exempt Organizations

7-12

7-12

Lifo

Farmers

Code Sec.________ Regs. Sec.____________ Election______________________________Page

Composite Election Locator

First
Year
Election

2-15

1.514(b)-1(e)(1), (2)*

Proposed Regs. Sec.

514(b)(3)(E)

Church Property

Unrelated Debt-Financed Income:

Claim for Refund

73-19

73-18

1.514(b)-1(d)(4)*

514(b)(3)(D)

:

“ Neighborhood Land Rule ”

“ Neighborhood Land Rule ”

73-17
73-17

Indeterminate AcquisitionPrice

1.514(a)-1(a)(4)(i)*

1.514(b)-1 (d)(1 )(iii) *

73-16

73-15

514(a)(1)

Unrelated Debt-Financed Income:

Property—

514(b)(3)(A)

512(a)(3)(A), (B) 1.512(a)-3(c)(3)(vii)*
Time to Make Set-Aside

Sale of Exempt Function
Nonrecognition of Gain

1.512(a)-3(e)(7)*

512(a)(3)(D)

of Title-Holding

73-15

73-14

Exempt Function Income
Company

1.512(a)-3(d)(1)*

512(a)(3)(C)

Periodicals

Consolidation of Multiple

1.512(a)-1(f)(7)(i)*

512(a)(1)

(c)*

Allocation of Mechanical and Distribution
Costs of Periodicals
73-14

512(a)(1)

1.512(a)-1(f)(6)(ii)

Code Sec.________ Regs. Sec.____________ Election______________________________Page

Composite Election Locator

First
Year
Election

2-16

1.545-2(i)(5)

1.545-3(e)

1.547-2

1.556-2(a)(2)

1.563-2

1.565-1

13.0
1.582-1(f)*

545(b)(9)

545(c)

547

556(b)(1)

563(b)

565

582(c)

Regs. Sec.

1.545-2

545(b)(1)

* Prop o sed

1.534-2

Regs. Sec.

534(c)

Code Sec.

Composite Election Locator

Page

Treatment of Securities Transactions

SBICs and Business Development
Corporations:
10-1

9-5

Consent Dividends

Banking Institutions

9-4

9-5

Dividends Paid After Close ofYear

9-3

Foreign PHC Income

Deficiency Dividend

PHC:

9-2
9-3

“ Would-Have-Been Companies”

9-1

9-1

Adjustments for Certain Liens

Adjustments

Undistributed PHC Income:

Burden of Proof

Accumulation of Earnings:

Corporations Used to Avoid Income Tax
on Shareholders

Election

First
Year
Election

2-17

595

593

593(b)

593

586(b)(1), (2)

585(b)

Code Sec.

1.595-1 (e)(4)

1.593-7(c)(2)

1.593-1

Regs. Sec.

Composite Election Locator

Minor Capital Improvements

Foreclosed Property:

Treatment of Reserves

Mutual Savings Banks:

Reserve for Losses on Loans

Savings Banks, Etc.:

Bad Debts

Mutual Savings Banks, Etc.:

Reserve for Losses

SBICs and Business Development
Corporations:

Reserve for Losses on Loans

Banks:

Election

10-4

10-3

10-3

10-2

10-2

10-1

Page

First
Year
Election

2-18

Capitalize or Expense

Nonproductive Wells

1.612-3(c)(1 )

1.612-4(a), (d), (e)

1.612-4(b)(4)

1.613-3(h)

1.614-8

1.614-3

612

612

612

613(c)(2)

614(b)(2)

614(c)(1)

Aggregation of Separate Properties

Treatment as Separate Properties

Operating Mineral Interests:

Treatment as Mining Expense

Transportation Expense:

Intangible Drilling Costs:

Delay Rentals

Development Costs:

Advanced Royalties

1.612-3(b)(3)

612

Mineral Property:

Natural Resources

Code Sec.________ Regs. Sec.____________ Election_________________________

Composite Election Locator

11-4

11-4

11-3

11-2

11-2

11-1

11-1

Page

X

X

X

First
Year
Election

2-19

1.616-2

15.1-1,-2

15.1-3

1.617-4(b)(3)*

616(b)

617(a)(1)

617(b)

617(d)(2)

Proposed Regs. Sec.

1.631-1

1.614-5(d)

614(e)

631(a)

1.614-3

614(c)(2)

Treatment as Sale

Cutting of Timber:

Recapture on Disposition of Portion of
Property

Recapture

Adjusted Exploration Expenses:

Deduction and Recapture

Mining Exploration Expenditures:

Deferment

Development Expenses:

Aggregation

Nonoperating Mineral Interests:

Division into Separate Interests

Single Operating Mineral Interest:

11-9

73-19

11-8

11-7

11-7

11-6

11-5

Code Sec.________ Regs. Sec.____________ Ejection_____________________________ Page

Composite Election Locator
First
Year
Election

2-20

13.0
1.642(c)-1*

1.642(g)-1

1.652(b)-3
1.661(b)-2
1.662(c)-4, Ex. (e)

642(c)(1)

642(g)

652(b)
661(b)
662(b)

Regs. Sec.

13.0
1.636-4*

636(a)

* Propos ed

1.631-2(b), (c)

Regs. Sec.

631(b)

Code Sec.

Composite Election Locator

73-20

11-9

Page

Allocation of Deductions

Treatment of Administration Expenses

Estates and Trusts:

Year of Deduction

Charitable Contributions:

12-2

12-2

12-1

Estates, Trusts, Beneficiaries, and Decedents

Treatment as Loans

Mineral Production Payments:

Payment Deemed Disposal

Disposal of Timber:

Election

First
Year
Election

2-21

1.668(b)-4A*

1.668(b)-2A(c)*

1.669(b)-1A,*
1.669(c)*

1.669(f)-2A*

668(b)(1)

668(b)(4)

669(b)

669

*Proposed Regs. Sec.

1.691(e)-1

Capital Gain Throwback

1.664-3(a)(1)(iv)*

664(a), (d)

691(e)

Capital Gain Distribution

13.6
1.663(b)- 1, -2*

Installment Obligations Inherited
Under ’39 Code

Beneficiaries:

Accumulation Trusts:

Multiple Distributions

Tax on Accumulation Distributions

Accumulation and Multiple Trusts:

Asset Valuation Dates

Charitable Remainder Trusts:

Year of Credit

Distributions by Trusts:

663(b)

Election

Regs. Sec.

Code Sec.

Composite Election Locator

12-6

12-5

12-5

12-4

12-4

12-3

12-3

Page

First

X

Year
Election

2-22

1.702-1 (a)(6)

1.703-1 (b)(1)

1.704-1 (a), (b)

1.704-1(c)

1.706-1(b)

1.706-1(c)(2)(ii)

702

703(b)

704(a), (b)

704(c)

706

706(c)(2)(A)

Sale, Exchange, or Liquidation of
Partner’s Interest

Closing of Partnership Year:

Adoption or Change in Taxable Year

13-3

13-3

13-2

Partnerships:

13-2

Contributed Property

13-1

13-1

Effect of Partnership Agreement

Partner’s Distributive Share:

Elections in General

Partnerships:

Treatment

Partner’s Share of Foreign Taxes:

Partners and Partnerships

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator

X

X

First
Year
Election

2-23

1.736-1 (b)(3)

1.736-1(b)(5)(iii)

1.736-1 (b)(6)

736(b)(2)(B)

736

736

1.743-1

1.734-1

734

743

1.732-1(d)

732(d)

Adjustment to Basisof Partnership
Property

Transfer of Interest:

Installment Reporting

Liquidation of Partner ’s Interest:

Apportionment

Payments for Partnership Interest:

Payment for Goodwill

Liquidation of a Partnership Interest:

Adjustment to Basis

Undistributed Partnership Property:

Basis of Partnership Property

Transferee Partner:

13-6

13-6

13-5

13-5

13-4

13-4

Code Sec.________ Regs. Sec.____________ Election______________________________Page

Composite Election Locator
First

Year
Election

2-24

Partial Exclusion from Subchapter K

1.761-1(a) (2)(iv)(b)
1.761-2(b)*

1.815-6(a)
1.818-2(a)
1.818-4

1.819-2(c)

761

815(d)(1)
818(a)
818(c)

819(b)(1)

*Pr oposed Regs. Sec.

Exclusion from Subchapter K

1.761-1(a)(2)(iv)(a)

761(a)

Insurance Companies

Distribution to Shareholders

Foreign Life Insurance Companies:

Transfers of Surplus
Method of Accounting
Computation of Reserves

Life Insurance Companies:

Partnerships:

Allocation of Sec. 754 Basis Adjustment

1.755-1(a)(2)

755(a)(2)

Adjustment of Basis

1.754-1
1.754-1(b)*

754

Partnership Property.

14-2

14-2

14-1
14-1

13-9

13-8

13-7

13-6

Code Sec._______ Regs. Sec.______________Election_____________________________ Page

Composite Election Locator
First
Year
Election

2*25

1.821-4(f)
1.824-1 (a)(3)

1.824-3

1.826-1

1.851-2(a)

821(d)
824(a)(2)(A)

824(d)(5)

826(a)

851(b)
853(a)
855(a)

1.855-1

1.853-1,-2,-3,-4

1.820-2

820(a)

14-5

14-4
14-5

14-3

14-3

Election of Status
Foreign Tax Credit
Timing of Dividends Paid

Regulated Investment Company:

15-2

15-1
15-1

Regulated Investment Companies and
Real Estate Investment Trusts

Reciprocal Underwriters

Insurance Companies:

Alternative Tax
Geographical Areas for Concentrated
Risk Premium Percentage
Protection Against Loss Account

Mutual Insurance Companies:

Reinsured Policies

Life Insurance Companies:

Code Sec.________ Regs. Sec.____________ Election______________________________Page

Composite Election Locator
First
Year
Election

2-26

901(a)

882(d)(1)

882(c)(2)

871(d)

861(e)

856(c)
858(a)(2)

Code Sec.

1.901-1

1.882-3,-4

1.856-2(b)
1.858-1(b)

Regs. Sec.

Composite Election Locator

15-2
15-3

Page

Foreign Tax Credit

Foreign Income:

Real Property Income

Effectively Connected Income

Foreign Corporations:

Real Property Income

Nonresident Aliens:

Rentals of Certain Aircraft and Ships

Sources of Income:

16-2

16-2

16-1

16-1

73-21

Tax Based on Income from Sources Within
or Without the U.S.

Election of Status
Timing of Dividends Paid

Real Estate Investment Trust:

Election

First
Year
Election

2-27

Determination of Qualified Investment
in LDC

Limitation of Tax for Individuals

1.953-4(c)(2)

1.955-3

953(b)

955(b)(3)

Rights of Minority Stockholders

Translation of Cost of Sales intoDollars

1.963-1 (c)

1.963-1 (f)(2), (3), (4)

1.963-3(g)

1.964-1 (b)(2), (c)(3),
(c)(7)

1.964-1 (c)(2)

1.964-1 (c)(4)

1.964-1 (d)(1)(ii)(c)

963

963(c)(4)

963(e)(1)

964

964(a)

964(a)

964(a)

16-7

16-6

16-5

16-5

Method of Accounting

Computation of Historical Costs

Extended Distribution Period

Subcomposition of a Group

16-12

16-11

16-11

16-10

16-10

16-9

Method of Exclusion of Subpart F Income 16-8

Exclusion of Subpart F Income

1.962-1,-2

1.963-1

962

963(a)

Life Insurance Taxable Income

Controlled Foreign Corporations:

Tax Credit on U.K. Royalties

1.905-5
16-5

16-4

Time to Claim Tax Credit

1.905-1

90 5(a)

905(b)

16-3

16-3

Page

Limitation on Tax Credit

1.902-3(c)(5)

1.904-1(b), (d), (e)

902

904(a)(2)

Deemed Tax Credits

Code Sec.________ Regs. Sec.____________ Election________________

Composite Election Locator
First
Year
Election

2-28

1.964-1 (d)(2)

1.964-1 (d)(6)

1.964-1 (f)

1.970-2

1.972-1

964(a)

964(a)

964(a)

970(c)(4)

972

Election of Status

Deficiency Distributions to Meet
Qualification Requirements

Intercompany Pricing Rules

Certain Freight Expenses

992(c)

994(a)

994(c)

DISC:

Allocation of Income

73-24

73-23

73-23

73-22

16-17

X

16-16

Election to Consolidate Group

Foreign Community Property:

X

16-15

First
Year
EIection

Determining Investment in Export
Trade Assets

Export Trade Corporations:

16-14

16-14

Translation Period for Conversion to
Dollars

Determination of Earnings and Profits

16-13

16-12

Page

Appropriate Exchange Rate

Translation of Prepaid Expenses or
Income into Dollars

992(b)(1)

981

1.964-1 (d)(1)(iv)

964(a)

Code Sec._______ Regs. Sec.______________ Election_____________________________

Composite Election Locator

2-29

1.1034-1 (f)

1.1034-1 (h)(2)

1.1039-1 (b)(4)

1034(g)

1034(i)(2)

1039

1.1071-1,-2,-3,-4

1.1033(a)-2

1033(a)(3)(A)

1071(a)

1.1012-1 (e)

1012

Treatment as Involuntary Conversion

Sales to Effectuate FCC Policy:

Nonrecognition of Gain

Sale of Low-Income Housing:

Treatment as Sale

Condemnation:

Basis of New Residence

Replacement of Residence:

Treatment of Gain

Involuntary Conversions:

Basis

Regulated Investment Company Stock:

17-4

17-3

17-3

17-2

17-2

17-1

Gain or Loss on Disposition of Property

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator
First
Year
Election

2-30

1.1081-4

1.1237-1 (c)(5)

1.1247-1

1.1247-4

1.1251-2(d)(1 )

1081(b)

1237(b)(3)(c)

1247(a)

1247(f)

1251(b)(4)

1253(d)

1.1071-1,-2,-3,-4

1071(a)

Contingent Payments by Franchisee

Franchises:

Excess Deductions Account

18-3

18-2

18-2

Farmers:

18-1

Foreign Tax Credit

18-1

17-5

17-4

Current Distribution of Income

Foreign Investment Companies:

Subdivided and Improved

Real Property:

Capital Gains and Losses

Nonrecognition of Gain

Sales in Obedience to SEC Orders:

Nonrecognition of Gain

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator
First
Year
Election

2-31

1.1313(a)-2, -4

1.1335-1

1.1346-1

1313(a)(2), (4)

1335

1346

1372

1.1372-1,-2,-3,-4

1.1304-1

1304(a)

1351

Regs. Sec.

Code Sec.

Composite Election Locator

Page

19-3

19-2

19-2

19-1

19-1

Election of Taxable Status

Small Business Corporations:
20-1

Election of Certain Small Business
Corporations as to Taxable Status

Foreign Expropriation Loss Recoveries

Recovery Excluded from Income

Unconstitutional Taxes:

War-Loss Recoveries

Agreement with IRS

Correction of Error:

Income Averaging

Readjustment of Tax Between Years and
Special Limitations

Election

First
Year
Election

2-32
20-2

20-3

Investment Credit Recapture

Distributions of Previously Taxed Income

1.1372-6

1.1375-4(c)

1.1402(a)-15

1372

1375

1402(a)

1.1492-1

1.1502

1492

1501

Privilege to File

Consolidated Returns:

Consolidated Returns

Appreciated Securities

Nontaxable Transfers:

23-1

22-1

Tax on Transfers to Avoid Income Tax

21-2

Conscientious Objector

1.1402(h)-1

1402(h)

21-1
21-1

Ministers, Etc.

1402(e)

Farmers

Self-Employment Tax:

Tax on Self-Employment Income

20-2

Consent of New Shareholders

1.1372-3(b)

1372

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator

X

First
Year
Election

2-33

23-3

23-5
23-6
23-6

Discontinuance
Inclusion of Ineligible Corporations

Erroneous Inclusion of Nonmember

1.1502-75(c)

1.1502-75(f)(1)

1.1502-75(f)(2)

1502

1502

1502

‘ Proposed

Regs. Sec.

23-8

23-7

Separate Short-Period Returns

1.1502-76(c)

1502

Mexican or Canadian Subsidiary

23-7

Taxable Year and Periods of 30 Days
or Less

1504(d)

23-7

Adoption of Common Fiscal Year

1.1502-76(a)(1)

1.1502-76(b)(5)(i),
(ii)

1502

1502

23-5

Election to File

23-4

23-4

Allocation of Income Taxes

1.1502-33(c)(4)

1.1502-33(d)(1)

Deemed Dividends
Earnings and Profits

1.1502-32(f)(2)

1502

1502

73-24

1.1502-75(a)(1)

Reduction of Basis for Excess Losses

1.1502-19(a)(6)*

1502

23-2
23-3

1502

Allocation of Mine Exploration Expenses

1502

Gain or Loss on Divestiture

1.1502-1 3(f)(3)

1.1502-16(b)

Deferred Intercompany Transactions

1.1502-1 3(c)(3)

1502

1502

Estimated Tax Payments

1.1502-5(a)

1502

1502

23-1

23-2

Limitation on Foreign Tax Credit

1.1502-4(b)

1502

23-2

23-1

Foreign Tax Credit

1.1502-4(a)

1502

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator
First

X

Year
Election

2-34

1.1561-3(a)

1561

1562

1562

1.1562-1 (a)

1.1552-1 (a)(2)(ii)(i)

1552

1561

1.1552-1

1552

Retroactive Termination

Multiple Surtax Election:

Electing Multiple Exemptions

Surtax Exemption:

Apportionment

Certain Multiple Tax Benefits:

Apportionment

Surtax Exemption:

Controlled Corporations

Allocation of Surtax Exemption

Consolidated Returns:

Allocation of Tax Liability

Earnings and Profits:

24-3

24-2

24-2

24-1

23-9

23-8

Code Sec.________ Regs. Sec.____________ Election_____________________________ Page

Composite Election Locator

X

First
Year
Election

2-35

20.2053-1 (d)

2053(a)

Proposed Regs. Sec.

2053(c)(2)

20.2032-1

2032

Limitation on Deductibility

Claims Against the Estate:

Deduction of Certain Expenses

Valuation of Taxable Estate:

Alternate Valuation Dates

Estates:

Phase-in of 100 Percent DividendsReceived Deduction

Estate and Gift Taxes

Full Exemption

Multiple Surtax Election:

Choice of Group

1564(b)

13.16-1 (b)
1.1563-1 (c)(2)*

1564(a)(2)

1563(b)(4)

Overlapping Controlled Groups:

25-2

25-1

25-1

24-5

24-5

24-4

Code Sec.________ Regs. Sec.____________ Ejection_____________________________ Page

Composite Election Locator
First

X

X

X

Election

Year
,

2-36

25-5

Creation of Tenancies by the Entirety

Specific Exemption

25.2513

25.2515-2

25.2521-1

31.3121(k)-1

2513

2515

2521

3121 (k)(1)

3121(f)(1)

25-4

25-5

Gift-Splitting by Spouses

20.2054-1

2054

Employment Taxes

Coverage of Foreign Subsidiary

Waiver of Exemption

FICA:

Gift Tax:

Deduction of Certain Losses

Valuation of Taxable Estate:

Deductibility

26-1

26-1

25-4

25-3

20.2053-10

25-2

2053(d)(1)(B)

Foreign Death Taxes:

Deductibility

20.2053-9

2053(d)(1)(A)

State Death Taxes:

Code Sec.________ Regs. Sec.____________ Election_______ _____________________ Page

Composite Election Locator

X

X

X

First
Year
Election

2-37

31.3402(n)-1

32.1

31.3402(p)-1

3402(n)

3402(o)

3402(p)

Proposed Regs. Sec.

4942(e)(1)

53.4942(a)-2(c)(1)
(i)*

31.3402(m)-1

3402(m)

4942(a)(2)(C)

Noncash Remuneration

31 .3402(j)-1

3402(j)

27-1

26-5

26-4

26-4

26-3

26-3

26-3

73-25

26-2

26-2

Page

Computation of Minimum Investment Return 73-25

Tax on Failure to Distribute Income

Private Foundations:

Private Foundations

Nonwage Payments

Pensions and Annuities

No Liability for Income Taxes

Additional Allowances

Withholding:

Bonuses

31.3402(g)-1

Methods of Computation

3402

31.3402(a)-1

3402

Sick Pay

Special Allowance

31.3401 (a)-1 (b)(8)(ii)

3401

Withholding Tax:

Election

3402(f)(1)(G)

Regs. Sec.

Code Sec.

Composite Election Locator
First
Year
Election

2-38
Classification of Grants to Organizations

Split-Interest Trusts
Denial of Exemption to Foreign Or
ganizations

4945(h)

4947(a)(2)(B)

4948(c)(3)(B)

Proposed Regs. Sec.

Classification of Grants to Individuals

Status of Certain Nonpartisan
Organizations

53.4945-3(b)(4)*

4945(f)

4945(g)

Extension of “ Correction Period ” for
Jeopardizing Investment

53.4944-5(d)*

4944(e)(3)

27-5

27-4

27-4

27-3

73-28

73-27

27-3

73-27

New Foundations— Special First-Year
Rule

53.4942(b)-6(e)*

4942(j)(3)
Disposition of Excess Business
Holdings

73-26

Extension of “ Correction Period” for
Failure to Distribute

53.4942(a)-1(c)(3)*

4942(j)(2)

4943(c)(4)(C)

27-2

Order of Qualifying Distributions

27-2

53.4942(a)-3(d)(3)*

Treatment of Certain Contributions

4942(h)(2)

4942(g)(3)

Treatment of Set-Asides

53.4942(a)-3(b)*

4942(g)(2)
27-1

Certain Loans as Qualifying Distributions 73-25

53.4942(a)-3(a)(2)*

X

First
Year

PageEIection

4942(g)(1)

Code Sec.________ Regs. Sec.____________ Election_____________________________

Composite Election Locator

2-39

31.601 1(a)-1(a)(3)

1.6013-1

1.6013-2

1.6014-2

1.6015(b)-1

1.6015(f)-1

1.6032-1

1.6033-1(d)

1.6035-1(b)

1.6038-2(k)

1.6042-2(a)(4)

6011(a)

6013(a)

6013(b)

6014(a)

6015(b)

6015(f)

6032

6033

6035

6038

6042

Payments Other Than Dividends

Controlled Foreign Corporations

Officers of Foreign PHC

Group Return for Exempt Organizations

Banks’ Common Trust Fund

Information Returns:

Return as Declaration or Amendment

Separate or Joint Declaration

28-5

28-5

28-4

28-4

28-3

28-3

28-2

Computation of Tax by IRS

Estimated Tax:

28-1

28-2

Change from Separate to Joint

73-28
28-1

Separate vs. Joint

Withholding for Domestic Service

Tax Returns:

Procedure and Administration

Code Sec.________ Regs. Sec._____________Election______________________________ Page

Composite Election Locator
First
Year
Election

2-40
28-8
28-8

Retirement Payments, Etc.

Interest Payments, Etc.

Transmittal Forms

Time to Furnish for Interest

1.6047-1 (a)(5)

1.6049-1 (a)(4)

1.6049-1 (a)(4)

1.6049-3(c)

6047

6049

6049

Fractional Dollar Amounts

301.6102-1 (b)

1.6152-1 (a)

6102

6152(a)(1)

Corporations

Installment Payment of Tax:

Whole Dollar Amounts

301.6102-1(a)

Computations on Returns:

Presidential Election Campaign Fund

6102

6096(a)

6056(c)

28-10

28-9

28-9

73-28

28-8

28-7
28-7

Transactions Involving Foreign
Corporations

1.6046-1 (e)(1)

6046

Private Foundations

28-7

Time to Furnish for Dividends

6042

6049

28-6
28-6

Magnetic Tapes

1.6042-2(e)

1.6042-4

6042

28-6

Transmittal Forms

1.6042-2(a)(4)

6042

Code Sec.________ Regs. Sec.____________ Election______________________________Page

Composite Election Locator

First
Year
Election

2-41

1.6164-2

20.6166-1

6166

1.6411-1

301.7121-1

6411(a)

7121

301.7122-1

301.6402-3

6402(b)

7122

301.6213-1

6213

6167

20.6163-1

6164

1.6152-1(b)

6163

6156

6152(a)(2)

Offers in Compromise

Closing Agreement

Quick-Refund Procedure

Claim for Refund

Credits and Refunds:

Choice of Court

Deficiency Procedures:

Expropriation Loss Recovery

Held Business
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Determination of
Tax Liability

Rates and Credits: Joint Returns

§ 2

Sec. 2

Regs. Sec. 1.2-1

A husband and wife can use joint return rates by filing
a joint return. (For rules on filing joint returns, see the elec
tion under Sec. 6013(a), page 28-1.)

Rates and Credits: Use of Optional Tax Tables

§ 3
§ 4

Secs. 3, 4
Regs. Secs. 1.3-1; 1.4-2

Taxpayers may elect to compute their tax by using the
Optional Tax Tables if their adjusted gross income is less
than $10,000 and they do not itemize deductions. Note:
All taxpayers are not eligible. (See Sec. 4(c), (d), and
(f).)
This is an annual election. It is made by filing a return
on Form 1040 and computing the tax from the Optional
Tax Tables provided by the Treasury.
The election may be revoked under Regs. Sec. 1.144-2
within the period of limitations under Sec. 6511 concerning
claims for refund.

Rates and Credits: Income Averaging

§ 5

Sec. 5(b)(3)

An individual may elect to limit his tax through income
averaging. (See the election under Sec. 1304, page 19-1.)
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§ 33

Rates and Credits: Foreign Tax Credit
Sec. 33

Foreign taxes may be applied as a credit against income
tax. (See the election under Sec. 901, page 16-2.)

§ 37

Rates and Credits: Retirement Income Credit
Sec. 37(i)
Regs. Sec. 1.37-1(d)(2)

Married couples over age 65 filing joint returns may
elect special rules for determining the retirement income
credit.
The election is made annually by claiming the credit
computed under such special rules on a return, amended
return, or claim for refund, within the statute of limi
tations.
The election may be revoked at any time within the
period of limitations under Sec. 6511.

§ 46

Investment Credit: Apportionment
Among Affiliated Group Members
Sec. 46
Regs. Sec. 1.46-1(f)

The first $25,000 of investment tax credit may be appor
tioned annually among members of an affiliated group in
any manner selected by the common parent. If no elec
tion is made, the apportionment will be equal.
An annual apportionment statement and the consent of
each member should be attached to the timely filed return
of the parent.
The election is irrevocable after the due date of the
return (including extensions).
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46

Investment Credit: Rights to Apportionment
Sec. 46
Regs. Sec. 1.46-1 (f)(3)(H)

A member of an affiliated group may waive its rights to
any part of the $25,000 investment credit if it has a short
period and the parent’s taxable year does not end with or
within that period.
The member must file a statement with its timely filed
return, identifying itself and each member of the affiliated
group on the last day of the short period and indicating
the last day of the parent’s taxable year. The statement
should also indicate the amount being waived apportion
able to the member.

Investment Credit: Estimated Useful Life
Sec. 46
Regs. Sec. 1.46-3(e)

For purposes of the investment credit, taxpayers may
elect to determine the useful lives of assets either on the
individual life system or a class life system regardless of
whether Rev. Proc. 62-21 concerning depreciation guide
lines is employed.

Investment Credit: Multiple Asset Accounts
Sec. 46
Regs. Sec. 1.46-3(e)(3)(ii)

If the individual life system is used in determining useful
lives of similar assets contained in a multiple asset account,
the taxpayer may: (1) assign the average useful life used
in computing depreciation or, (2) assign separate lives
based on the estimated range of years taken into consider
ation in establishing average useful life.
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§ 47

Investment Credit: Dates of Additions
and Retirements
Sec. 47
Regs. Sec. 1.47-1(c)(2)

In determining the useful life of Sec. 38 property where
an early disposition occurs, a taxpayer may elect to use
either:
• The assumed dates used under an averaging conven
tion for the purpose of computing depreciation, or
• The actual dates the property was placed in service
or disposed of.
An averaging convention, when used, must be consist
ently applied to the accounts for which it is adopted and
must be applied to both additions and retirements. Also,
an averaging convention may not be used if it results in
a substantial distortion of the investment credit.

Investment Credit: Treatment of Mass Assets
Sec. 47
Regs. Sec. 1.47-1(e)(2)

Taxpayers may meet certain record-keeping require
ments for mass assets by using an appropriate mortality
dispersion table or a standard mortality dispersion table
prescribed by the Commissioner.
If the standard mortality dispersion table is chosen, it
must be used for subsequent years unless the Commis
sioner consents to a change.

Investment Credit: Useful Life
Sec. 47
Regs. Sec. 1.47-1(e)(3)(i)

Taxpayers determining useful lives based on separate
lives for similar assets in a mortality dispersion table may
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treat such assets as having been disposed of in the order
of the estimated useful lives that were assigned to those
assets, or they may use the specific lives of the asset actu
ally disposed of.

Investment Credit: Asset Disposal Dates
Sec. 47
Regs. Sec. 1.47-1(e)(3)(iii)

For purposes of determining qualified investment, tax
payers who do not elect to use a mortality dispersion
table with respect to similar assets, but who assign to such
assets separate lives, may select the order in which such
assets will be considered as disposed of regardless of the
taxable years in which these assets were placed in service.
Taxpayers must continue to use this method once it has
been elected; any change requires the consent of the Dis
trict Director. The request for change must be submitted
on or before the last day of the taxable year for which
the change is sought.

Investment Credit: Disposal and
Reselection of Used Property
Sec. 47
Regs. Sec. 1.47-3(d)

If used Sec. 38 property for which the investment credit
was taken is disposed of, the taxpayer may (if more than
$50,000 of used property was acquired in the year that
property was placed in service) reselect other used
property.
The election is made by attaching a statement to the
return identifying the taxpayer, the month and year in
which both the originally selected and newly selected used
property were placed in service, and the cost and estimated
useful life of each.
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§ 47

47

Investment Credit: Recapture and Subchapter S
Sec. 47
Regs. Sec. 1.47-4(b)

If an electing subchapter S corporation and its share
holders execute an agreement to be joint and severally
liable for the recapture of the investment credit claimed
by the corporation prior to making the Sec. 1372 election,
no recapture will occur by reason of the election of sub
chapter S status.
To elect this treatment, the agreement must be signed
by the corporation and its shareholders. The agreement
must be executed on the first day of the first taxable year
for which a subchapter S election is made, or on the date
of that election, whichever is later. It should be filed with
the District Director with whom the corporation files its re
turn on or before the due date of the return (including ex
tensions ) for the year preceding the year the subchapter S
election is effective. If good cause is shown, the District
Director may permit the agreement to be filed late.
Sec. 38 property shall not be considered to be disposed
of solely by reason of a corporation’s termination or revo
cation of its election under Sec. 1372.

§ 48

Investment Credit: Selection of Used Property
Sec. 48
Regs. Sec. 1.48-3(c)(4)

Where the cost of used property placed in service during
the year exceeds $50,000, the taxpayer may select the
particular assets to be used in computing qualified invest
ment.
Selection is made by taking into account the property
for purposes of determining qualified investment and main
taining records which permit identification of property
selected.
Property not originally selected may be reselected if the
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originally selected property is disposed of and recapture
would otherwise apply. (See the election under Regs. Sec.
1.47-3(d), page 3-5.)

§ 48

Investment Credit: Leased Sec. 38 Property
Sec. 48
Regs. Sec. 1.48-4(a)

A lessor of Sec. 38 property may elect to treat the lessee
as a purchaser of such property for purposes of the invest
ment credit.
The lessor makes the election by filing with the lessee
a statement providing the information set forth in Regs.
Sec. 1.48-4(f) or 1.48-4(g)(2) on or before the due date
of the lessee’s return (including extensions) for the year
in which possession of the property is transferred to the
lessee.
The election is irrevocable.

Minimum Tax: Allocation of $30,000 Exemption
Sec. 58(b)
Proposed Regs. Sec. 1.58-1(c)(3)

Members of a controlled group of corporations may elect
to allocate the $30,000 minimum tax exemption in some
manner other than equally.
The election is made by having all members of the
group consent to an apportionment plan with respect to a
particular December 31. Each member of the group must
file a copy of the consent statement with its return.
An unequal apportionment plan for any December 31
may be adopted at any time as long as there is at least
one year remaining in the statutory period for the assess
ment of the deficiency against any member whose tax
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§ 58

58

would be increased by adoption of the plan.
Once an apportionment plan is adopted, i remains in
effect until amended.
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Computation of
Taxable Income

Gross Income: Blocked Foreign Income

§ 61

Sec. 61

A taxpayer may elect to defer reporting blocked foreign
income.
The election is made on a separate income tax form of
the same type as the regular form covering the deferred
income and deductions. The form must be headed “Report
of Deferrable Foreign Income Pursuant to Mimeograph
6475.” The taxpayer must state that his deferrable foreign
income “will be included in taxable income when it ceases
to be deferrable income.” The election may be made for
all years not closed by statute and all intervening years.
The election is terminated by applying to the Commis
sioner for a change of accounting method on Form 3115
within 180 days after the beginning of the taxable year
of termination.

Annuities: Annuity vs. Lump Sum

§ 72

Sec. 72(h)

Contracts sometimes provide that an annuity may be
elected in lieu of a lump-sum payment. If the option is

exercised, then no part of the lump sum shall be included
in income at the time the lump sum first becomes payable.
The option to receive an annuity must be exercised with
in 60 days after the lump-sum payment becomes payable.
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§ 77

Commodity Credit Corporation Loans:
Treatment as Income
Sec. 77(a)
Regs. Sec. 1.77-1

The taxpayer may elect to treat loans from the Com
modity Credit Corporation as income.
The election is made by including the amount of such
loans in income in a timely filed return for the year in which
the loan is received. Thereafter, the taxpayer must include
in income the amount of all subsequent loans received
from the Commodity Credit Corporation. The election may
be terminated by applying to the Commissioner for a
change of accounting method on Form 3115 within 180
days after the beginning of the year of change.

§ 83

Restricted Property: Inclusion in Income
Sec. 83(b)
Temporary Regs. Sec. 13.1

A taxpayer may elect to include in gross income the
excess of value over cost of restricted property in the year
of transfer rather than in the first taxable year in which
the property becomes transferable or is not subject to a
substantial risk of forfeiture.
To make the election, the recipient of the restricted
property must file two copies of a statement with the In
ternal Revenue officer with whom he files his return not
later than 30 days after the property was transferred. The
statement should contain the taxpayer’s name, address,
identification number, and the taxable year. It should also
include a description of the property for which the elec
tion is being made, the date on which the property was
transferred, the nature of the restriction on the property,
its fair market value at the time of transfer without regard
to any restrictions (except those which will never lapse),
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and the amount (if any) paid for the property.
This election may not be revoked without the Com
missioner’s consent.

83

§ 108

Discharge of Indebtedness: Exclusion
from Income
Sec. 108
Regs. Sec. 1.108(a)(1), (2)
Form 982

A taxpayer may avoid income on discharge of business
indebtedness by consenting to adjust the basis of property
under Sec. 1017.
To make the election, the taxpayer should file a consent
on Form 982 with his tax return. The Commissioner will
accept an amended return or claim for refund when for
reasonable cause, the taxpayer has failed to file the con
sent with his original return.

Sale of Residence: Over Age 65

§ 121

Sec. 121
Regs. Sec. 1.121-4
Form 2119

Taxpayers over age 65 may elect to exclude from gross
income the gain realized on the first $20,000 of the ad
justed sales price of their residence.
The election is made by excluding the gain from gross
income on the taxpayer’s return. The taxpayer should file
Form 2119 with his return indicating the election and in
cluding the information required in Regs. Sec. 1.121-4(b).
In the case of a married taxpayer, both husband and wife
must make the election.
Revocation can be made any time before expiration of
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the period for a refund claim. In the case of married tax
payers, the taxpayer cannot revoke unless his spouse joins
him in the revocation.

§ 141

Minimum Standard Deduction: Separate Returns
Sec. 141
Regs. Sec. 1.141-1(d)(2)

Spouses may elect to use the minimum standard deduc
tion by filing separate returns where it is greater than the
10 percent standard deduction for one and less than the
10 percent standard deduction for the other.
The election can be made on the original return or on
an amended return within the statutory period for refunds.
The election may be revoked within the period of limi
tations under Sec. 6511.

§ 144

Standard Deduction
Sec. 144
Regs. Sec. 1.144-1

A taxpayer may elect to claim the standard deduction
on his personal return in lieu of itemizing his deductions.
The election is made by claiming a standard deduction
on the tax return if adjusted gross income is over $5,000.
The taxpayer should use the Tax Tables under Sec. 3 if
such income is under $5,000. Note: While the Code and

Regulations suggest that the standard deduction may be
claimed if adjusted gross income exceeds $5,000, the 1970
Form 1040 and instructions require the use of the Tax
Tables if the taxpayer’s adjusted gross income is less than
$10,000. (Also, see Regs. Sec. 1.3-1.)
The election may be revoked by filing a claim for refund
within the statutory period.
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§ 152

Dependents: Multiple Support
Sec. 152(c)
Regs. Sec. 1.152-3
Form 2120

A dependency exemption may be claimed under a mul
tiple support agreement where no one person alone fur
nished more than half of a dependent’s support.
The election is made by claiming an exemption on the
return for the taxable year and attaching to Form 2120
a declaration from each person furnishing more than 10
percent support that he will not claim the exemption.

§ 162

Business Expenses: Incidental Materials
and Supplies
Sec. 162
Regs. Sec. 1.162-3

The cost of incidental materials and supplies purchased
during the year and for which no records are kept or in
ventories taken may be deducted in the year purchased.
No formal election is required. The taxpayer may deduct
these items unless this method does not clearly reflect
income.
Revocation of this method is a change of accounting
method and requires the Commissioner’s consent.

§ 165

Disaster Loss: Year of Deduction
Sec. 165

Regs. Sec. 1.165-11

A taxpayer may elect to deduct a subsequent year’s
disaster loss if the disaster occurred before the due date
of the prior year’s return. This provision applies only to
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165

§166

those areas designated by the President as disaster areas
eligible for federal aid.
The election is made by filing a return, an amended
return, or a claim for refund clearly showing the election.
The election should state the time of the disaster and the
location of the property damaged. The election must be
made by the later of: (1) the 15th day of the third month
after the deadline for filing a return for the year preceding
the disaster year (July 15 for calendar year taxpayers),
or (2) the due date of such return (including extensions).
The election is irrevocable after the later date above.

Bad Debts: Partial Worthlessness
Sec. 166(a)(2)
Regs. Sec. 1.166-3

Taxpayers may elect to write off that portion of a busi
ness bad debt that is partially worthless.
The election is made by taking a deduction on the tax
return. The taxpayer must be able to substantiate partial
worthlessness.

Bad Debts: Treatment
Sec. 166(c)
Regs. Sec. 1.166-1, -4

A taxpayer may elect to take business bad debts into
account either: (1) as a deduction when they become
worthless, or (2) as a deduction for a reasonable addition
to the reserve for bad debts. (For financial institutions, see
Secs. 585(b), 586, and 593.)
Either method may be selected (subject to the District
Director’s approval upon examination) in the return for
the first taxable year for which the taxpayer is entitled
to a bad debt deduction.
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The Commissioners approval is required to change the
method selected. Such approval is normally granted if
Form 3115 is filed within 180 days after the beginning
of the taxable year of change.

§ 166

Bad Debts: Guaranteed Debt Obligations
Sec. 166(g)

Dealers in real or tangible personal property may elect
to deduct an addition to a reserve for bad debts for cer
tain debt obligations arising out of liability as a guarantor
in lieu of making a direct charge as such guarantees are
made good.
Selection of this method is subject to the District
Director’s approval upon examination.
Revocation of this method is considered a change of
accounting method and requires the Commissioner’s per
mission.

§ 167

Depreciation: Accounting for Property
Sec. 167
Regs. Sec. 1.167(a)-7

Depreciable property may be accounted for by treating
each individual item as an account, or by combining two
or more assets in a single account. The taxpayer may es
tablish as many accounts for depreciation as he desires.
To make the election, taxpayers need only file a return
using the method selected.
Revocation of this election is considered a change of ac
counting method and requires the approval of the Com
missioner.
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§ 167

Depreciation: Choice of Method
Sec. 167(b)
Regs. Sec. 1.167(b)-0

The taxpayer may compute depreciation by any of the
following methods: (1) straight-line, (2) declining-bal
ance, (3) sum of the years-digits, or (4) any other reason
able method (with limitations).
To make the election, the taxpayer should compute de
preciation under the desired method on his return. Addi
tional elections can be made for any part or all of each
year’s acquisitions. (Space is provided on the return to
show the amount of depreciation claimed under the vari
ous methods.)
A taxpayer may change from any declining-balance
method to the straight-line method without consent. (See
Proposed Regs. Sec. 1.167(e)-1(b); for Sec. 1250 prop
erty, see Proposed Regs. Sec. 1.167(e)-1(d).) Other
changes are considered a change of accounting method and
require the consent of the Commissioner. (See the elections
under Regs. Sec. 1.167(e)-1(b) and -1(d), page 4-9.)

Depreciation: Rates and Life
Sec. 167
Regs. Sec. 1.167(d)-1

A taxpayer may enter into an agreement with the IRS
concerning the useful life of an asset and rates of depre
ciation.
To do this, the taxpayer must file an application with
the District Director in accordance with the requirements
of Regs. Sec. 1.167(d)-l. The agreement must be in writing
and signed by both the taxpayer and the District Director.
The agreement is irrevocable until any facts and circum
stances which were not taken into account in making the
agreement are shown to exist by the party wishing to
modify it.
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Depreciation: Change of Method
Sec. 167(e)
Regs. Sec. 1.167(e)-1(b)

A change from a declining-balance method to the
straight-line method of depreciation may be elected at any
time during the useful life of the property.
To make the change, the taxpayer should attach a writ
ten statement to his return for the taxable year of change
giving details required by Regs. Sec. 1.167(e)-1(b). The
permission of the Commissioner is not necessary.
Once the straight-line method has been adopted, an ap
plication to the Commissioner for a change of accounting
method is required.

Depreciation: Change of Method for
Sec. 1250 Property
Sec. 167(e)
Proposed Regs. Sec. 1.167(e)-1(d)

Regarding Sec. 1250 property, a taxpayer may change
from any declining-balance or sum of the years-digits
method to the straight-line method without the consent
of the Commissioner.
The election is made by attaching a statement to the
timely filed return (including extensions) for the taxable
year of change. If a change is made to the straight-line
method, the taxpayer may not subsequently change to any
other method without the Commissioner’s consent.

Depreciation: Reduction of Salvage Value
Sec. 167(f)
Regs. Sec. 1.167(f)-1

The taxpayer may elect to reduce the salvage value
used in computing depreciation by an amount not to ex4-9

§ 167

ceed 10 percent of the depreciable basis of personal prop
erty and certain intangible personal property.
The election is made by selecting the items and com
puting their depreciation after reducing the salvage value.
The election must be made at the time the salvage value
is required to be determined.

Depreciation: Low-Income Rental Housing
Sec. 167(k)
Proposed Regs. Sec. 1.167(k)-4

In lieu of any other method of depreciation in connec
tion with low-income housing, a taxpayer may elect to
depreciate certain rehabilitation expenditures incurred
after July 24, 1969 and before January 1, 1975 by the
straight-line method using a life of 60 months and no
salvage value.
The election should be made in accordance with Pro
posed Regs. Sec. 1.167(k)-4. It must be filed no later
than the time for filing the return (including extensions)
for the year in which the property is placed in service.
If the return for that year is not timely filed, the election
should be made at the time the first return for that year
is filed.
The election may be revoked without permission at any
time before the time for filing a return (including exten
sions) for any year in which any part of the 60-month
period falls. Automatic revocation can occur if certain
specified tests are not met.

§169

Amortization: Pollution Control Facility
Sec. 169(b)
Proposed Regs. Sec. 1.169-4

A taxpayer may elect to amortize a certified pollution
control facility on a straight-line basis over 60 months in
lieu of claiming a depreciation deduction under Sec. 167.
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Taxpayers may begin the 60-month amortization period
with the month following the month the facility is com
pleted or acquired, or with the succeeding taxable year.
The election must be made not later than the time for
filing the income tax return (including extensions) for the
taxable year in which the deduction is first claimed. The
election is made by filing a statement with the return
setting forth the information called for by the Regulations.
The election may be revoked by the taxpayer at any
time by notifying the Commissioner in writing beforehand
that he intends to discontinue the amortization deduction
at the beginning of a specified month. Once an election
has been revoked, it may not be reinstated with respect
to the facility to which it applied. (Sec. 169(c).)

Contributions: Timing of Deduction
by a Corporation

§ 170

Sec. 170(a)(2)
Regs. Sec. 1.170-3(b)

An accrual basis corporation may elect to deduct char
itable contributions in the year authorized by its board
of directors rather than in the year in which paid.
The election must be made by claiming the contribution
at the time of filing the return for the taxable year of
accrual. A copy of the board of directors’ resolution and a
written declaration signed by an officer that the resolution
was adopted should be attached to the return. Contribu
tions must be paid by the 15th day of the third month fol
lowing the close of the year.

Contributions of Capital Gain Property:
Ceiling for Individuals
Sec. 170(b)(1)(D)
Proposed Regs. Sec. 1.170A-8

A donor of capital gain property otherwise subject to
the 30 percent ceiling on charitable contributions may
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§171

elect a 50 percent ceiling if he is willing to reduce the
amount of his contribution so that it is equal to his basis
plus one-half of any appreciation in the property con
tributed.
If the election is made, it applies to all capital gain prop
erty contributed in the taxable year as well as to any
carryovers of contributions of capital gain property from
prior years for which an election was not made.
The election is made annually by attaching a statement
to the income tax return for the taxable year indicating
that the election under Sec. 170(b)(1)(D)(iii) is being
made.

Bond Premium: Amortization
Sec. 171(c)
Regs. Sec. 1.171-3

The election to amortize corporate bond premiums on
partially tax-exempt bonds is available only to individuals.
The election to amortize corporate bond premiums on
wholly taxable bonds is available to all taxpayers.
The election is made by the taxpayer’s claiming a deduc
tion (with a statement showing the computation) in his
return for the first year to which the election applies. The
election is binding also with respect to all bonds of the
same class subsequently acquired and for all subsequent
taxable years.
Upon application by the taxpayer, the Commissioner
may permit revocation subject to such conditions as the
Commissioner deems necessary.

§172

Foreign Expropriation Loss: Treatment
Sec. 172(b)(3)(C)
Regs. Sec. 1.172-11

In lieu of the usual carryback and carryover rules, a
taxpayer may elect to carry over to each of ten succeeding
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years the portion of a net operating loss attributable to
foreign expropriation losses.
The election is made by attaching a statement contain
ing the information required by Regs. Sec. 1.172-11(c) (3)
to a timely filed return for the year of the foreign expropri
ation loss.
The election is irrevocable.

§ 172

Circulation Expenses: Treatment

§ 173

Sec. 173
Regs. Sec. 1.173-1(c)

The taxpayer may elect to capitalize circulation expenses
of newspapers, magazines, or other periodicals properly
chargeable to capital account instead of deducting them
currently.
The taxpayer can make the election by attaching a state
ment to the return for the year the election is made. Once
made, the election is binding upon all subsequent circula
tion expenditures properly chargeable to capital account.
Permission to revoke the election may be granted by
the Commissioner upon written application, subject to such
conditions deemed necessary by the Commissioner.

Research and Experimental Expenses:
Treatment

§ 174

Sec. 174(a)
Regs. Sec. 1.174-3

Research and experimental expenditures may be treated
as expenses in lieu of charging them to capital account.

The election is made by claiming such expenses as a
deduction on the taxpayer’s income tax return in the first
year for which such expenditures are paid or incurred.
However, to adopt this method after the first year such
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§ 174

expenses are incurred, the permission of the Commissioner
is required.
A change of method may be obtained by application to
the Commissioner. It must be filed not later than the last
day of the first taxable year for which the change in
method is to apply.

Research and Experimental Expenses:
Deferral
Sec. 174(b)
Regs. Sec. 1.174-4

A taxpayer may elect to amortize expenditures which
are not treated as expenses under Sec. 174(a) and which
are chargeable to capital account but are nondepreciable.
If no election to expense or to amortize is made, the ex
penditures are capitalized. The amortization period cannot
be less than 60 months.
The election is made by attaching a statement to a
timely filed return for the first taxable year to which the
election applies. The statement should be signed by the
taxpayer and must contain the information required by
Regs. Sec. 1.174-4(b)(1).
A change to a different method requires permission from
the Commissioner. An application to change should be filed
no later than the last day of the year of change and
should contain the information specified in Regs. Sec.
1.174-4(b)(2).

Research and Experimental Expenses:
Cost of Developing Computer Software
Sec. 174(a), (b)
Regs. Sec. 1.174-3, -4

Taxpayers may elect to treat all the costs of developing
computer software as a current expense or as capital ex4-14

penditure recoverable through amortization.
Either method may be adopted by the taxpayer by
using such method and claiming the deduction arrived at:
(1) in the first taxable year in which such expenses are
incurred under the current expense method, or (2) in the
first taxable year that the taxpayer realizes benefits from
the expenditures under the deferral method. (See Regs.
Sec. 1.174-3, and -4.)
The election of one of the above procedures will be
treated as a method of accounting and any change in
procedure requires the consent of the Commissioner. (See
Sec. 446.)

Soil and Water Conservation Expenses:
Treatment

§ 175

Sec. 175
Regs. Sec. 1.175-1, -6

A farmer may deduct currently certain soil and water
conservation expenditures. If this method is not adopted,
such expenditures are added to the basis of the related
property. The District Director’s consent may be obtained
to have the election apply or not apply to special projects
or to a single farm. The election is subject to a gross in
come limitation.
Adoption of this method should be made by claiming
the deduction in the first year these expenditures are paid
or incurred. Adoption can also be accomplished by consent
of the District Director. The request should be filed no
later than the date for filing the return for which the
adoption is to take effect.
Once this method has been adopted, it must be used in
subsequent years unless a consent to change is obtained.
To obtain the consent of the District Director a request for
change should be filed no later than the date for filing the
return for which the change is to take effect. (See Regs.
Sec. 1.175-6(c).)
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§177

Trademarks and Trade Names: Treatment
Sec. 177
Regs. Sec. 1.177-1

The taxpayer may elect to amortize trademark and trade
name expenditures over at least 60 months. If no election
to amortize is made, the expenditures are capitalized.
The election is made in a statement attached to a timely
filed return (including extensions) for the year of expendi
ture. (See Regs. Sec. 1.177-1(c).) The deduction must
begin with the first month of the taxable year in which
the expenditure is paid or incurred.
The election is irrevocable for each particular trade
mark or trade name, but separate elections may be made
with respect to other trademarks or trade name expen
ditures.

$179

Depreciation: Additional First-Year Allowance
Sec. 179(c)
Regs. Sec. 1.179-1, -2, -3, -4

A taxpayer may elect to claim an additional first-year
depreciation allowance. This allowance is subject to
certain dollar and properly type limitations. Affiliated
groups are subject to certain allocation restrictions.
The election is accomplished by showing as a separate
item on a timely filed return (including extensions) the
amount claimed under Sec. 179. Affiliated groups are sub
ject to certain other filing requirements.
This election is irrevocable unless a request to revoke
is filed with the Commissioner as outlined in Regs. Sec.
1.179-4(b) no later than six months after the due date of
the return (excluding extensions).
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§ 180

Farmers: Fertilizer Expenditures
Sec. 180
Regs. Sec. 1.180-1, -2

Expenditures by farmers for fertilizer and other mate
rials that enrich, neutralize, and condition land, otherwise
chargeable to capital account, may be expensed.
The taxpayer makes the election by claiming a deduc
tion on his return. It is effective only for the year claimed.
The election can be revoked by filing with the District
Director within the period of limitations a request for
consent to change as set forth in Regs. Sec. 1.180-2.

§ 182

Farmers: Land Clearing Expense
Sec. 182
Regs. Sec. 1.182-1, -6

Farmers may elect to expense land clearing expenditures
which would otherwise be capitalized. The amount of land
clearing expense which may be deducted in any one year
is limited. (See Regs. Sec. 1.182-5.)
To make the election, the taxpayer should attach a state
ment to a timely filed return (including extensions) as
set forth in Regs. Sec. 1.182-6(a). The election applies
only to the year for which it is made.
Requests for consent to revoke the election should be
made in a letter to the District Director in accordance with
Regs. Sec. 1.182-6(b). Tax consequences is not acceptable
as the sole reason for requesting a change.

§ 184

Railroad Rolling Stock: Amortization
Sec. 184(b), (c)
Temporary Regs. Sec. 13.0

Taxpayers may elect to amortize qualified railroad roll
ing stock on a straight-line basis over a period of 60 months
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§184

in lieu of claiming depreciation. Under the 60-month rule,
the taxpayer may elect to begin to amortize with the month
following the month such stock was placed in service or
with the succeeding taxable year.
The election must be made not later than the time for
filing (including extensions) the income tax return for the
taxable year in which the deduction is claimed. The elec
tion is made by filing a statement with the return identify
ing the election, the period for which it applies, and the roll
ing stock to which it applies. (Temporary Regs. Sec. 13.0.)
The election may be revoked by the taxpayer at any
time by notifying the Commissioner in writing beforehand
that he intends to discontinue the amortization deduction
at the beginning of a specified month. Once an election has
been revoked, it may not be reinstated with respect to the
rolling stock to which it applied.

§185

Railroad Grading and Tunnel Bores: Amortization
Sec. 185(c)
Temporary Regs. Sec. 13.0

Railroads may elect to amortize qualified railroad grad
ings and tunnel bores over a period of 50 years in lieu
of any depreciation or other amortization deduction. The
50-year period begins with the first taxable year for which
the election is effective or the year following the year the
property is placed in service.
The election must be made not later than the time for
filing the income tax return (including extensions) for the
taxable year in which the deduction is claimed. The elec
tion is made by filing a statement with the return identi
fying the election, the period for which it applies, and the
facility to which it applies. (Temporary Regs. Sec. 13.0.)
The election applies to all qualified railroad grading and
tunnel bores and may not be revoked by the taxpayer
without the consent of the Commissioner. In the event any
qualified railroad grading or tunnel bore is retired or aban4-18

doned while this election is in effect, no deduction shall be
allowed for this reason and the amortization deduction
under this election shall continue with respect to such
property unless the retirement or abandonment is due to
a casualty. (Sec. 185(e).)

§ 187

Coal Mine Safety Equipment: Amortization
Sec. 187(b)
Temporary Regs. Sec. 13.0

Taxpayers may elect to amortize certified coal mine
safety equipment over a 60-month period in lieu of claim
ing depreciation. Under the 60-month rule, the taxpayer
may elect to begin to amortize with the month following
the month the equipment was placed in service or with
the succeeding taxable year.
The election must be made not later than the time for
filing the income tax return (including extensions) for
the taxable year in which the deduction is claimed. The
election is made by filing a statement with the return
identifying the election, the period for which it applies,
and the equipment to which it applies. (Temporary Regs.
Sec. 13.0.)
The election may be revoked by the taxpayer at any time
by notifying the Commissioner in writing beforehand that
he intends to discontinue the amortization deduction at
the beginning of a specified month. Once an election has
been revoked, it may not be reinstated with respect to
the equipment to which it applied. (Sec. 187(c).)

Medical Expenses: Decedents

§ 213

Sec. 213(d)
Regs. Sec. 1.213-1(d)

A decedent’s medical expenses paid within a one-year
period after death may be deducted in the decedent’s final
4-19

213 individual return, rather than as a debt of the decedent.
The election is made by attaching a statement to the
return, amended return, or claim for refund, in accordance
with the requirements of Regs. Sec. 1.213-1(d) (2).
The election is irrevocable if a waiver to claim the de
duction for estate tax purposes (Sec. 2053) is filed with
the decedent’s income tax return. (See the election under
Sec. 2053(a), page 25-1.)

§217

Moving Expenses: Timing of Deduction
Sec. 217(d)(2)
Regs. Sec. 1.217-1 (d)(2)
Form 3903

A taxpayer may elect to deduct moving expenses before
the 39-week (78-week if self-employed) time test is sat
isfied rather than wait until all time requirements have
been met.
The election is made by claiming the deduction on the
return for the year in which the expense was paid or in
curred within the time for filing (including extensions).
Form 3903 or a statement explaining the deduction should
be attached to the return.
If after claiming the deduction the time tests cannot be
met, then the taxpayer in the subsequent taxable year must:
(1) include in income an amount equal to the deduction
taken, or (2) file an amended return for the year in which
the deduction was taken.

§ 243

Dividends-Received Deduction: Affiliated Groups
Sec. 243(b)
Regs. Sec. 1.243-1, -4

Members of an affiliated group may elect to deduct
100 percent of qualifying dividends received.
The election is made by the group’s common parent in
4-20

a statement filed on or before the dates specified in Regs.
Sec. 1.243-4(c)(l)(i). The parent is required to file addi
tional statements for any corporations who later become
members. In addition, members other than wholly owned
subsidiaries must execute consent statements in accord
ance with Regs. Sec. 1.243-4(c) (2). These statements
should be attached to the election filed by the common
parent. Both wholly owned subsidiaries and consenting
members should indicate on their returns that they are
parties to this election, in the manner prescribed by Regs.
Sec. 1.243-4(c) (2) (iv).
The election is irrevocable for the year of election. For
any year thereafter, however, the election can be termi
nated in accordance with Regs. Sec. 1.243-4(e) (2). The
termination must be accomplished on or before the due
date for filing the income tax return of the common parent
(including extensions) for the year in question. (See Regs.
Sec. 1.243-4(e) (3) for refusal to consent by a new
member; also see the election under Sec. 1564(b), page
24-5, regarding the phase-in of the 100 percent dividendreceived deduction.)

§ 243

Organization Expenses: Treatment

§ 248

Sec. 248
Regs. Sec. 1.248

A corporation may elect to amortize organization ex
penses over a period of at least 60 months beginning with
the month in which it begins business. If the election is
not made, these expenses are not deductible until the cor
poration is dissolved.
The election is made by attaching a statement to a
timely filed return (including extensions) for the taxable
year in which business begins, as outlined in Regs. Sec.
1.248-1(c).
The election, once made, is irrevocable and the period
of amortization selected cannot be changed.
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§ 263

Intangible Drilling Costs: Treatment
Sec. 263(c)
Regs. Sec. 1.263(c)-1; 1.612-4

Taxpayers have the option to expense intangible drill
ing and development costs of oil and gas wells.
To make the election, the taxpayer should claim intan
gible drilling and development expenses as a deduction in
the return for the first year in which these expenses are paid
or incurred.
This election is binding for all subsequent years. (See
the election under Sec. 612, page 11-2.)

§ 266

Taxes and Carrying Charges on Property:
Treatment
Sec. 266
Regs. Sec. 1.266-1(c)

Taxpayers can elect to capitalize taxes and carrying
charges on certain property, which would otherwise be
deductible.
To make the election, the taxpayer should attach a
statement filed with the original return, as outlined in
Regs. Sec. 1.266-1(c) (3). In making the election the tax
payer should note the following: If expenditures of differ
ent types relating to the same project are incurred, the
election to capitalize can apply to certain types of items
and not others. If expenditures for several items of the
same type are incurred with respect to a single project,
the election to capitalize must apply to all items of that
type; however, expenditures of the same type with respect
to other projects need not be capitalized.
Elections to capitalize various types of taxes and carry
ing charges (Regs. Sec. 1.266-1(b)) will be effective for
differing time periods as specified in Regs. Sec. 1.2661(c)(2).
4-22

5

Corporate Distributions
and Adjustments

§ 302

Stock Redemption: Termination of Interest
Sec. 302(c)(2)
Regs. Sec. 1.302-4

Where there is a redemption of stock which would qual
ify as a complete termination of an interest and thus be
treated as an exchange of stock except for the fact that there
is constructive ownership of stock under the family attri
bution rules of Sec. 318(a)(1), such rules generally will
not apply if the distributee files an agreement and meets
certain tests.
The agreement called for in Sec. 302(c) (2) (A) (iii)
should be in the form of a separate statement (in duplicate)
signed by the distributee and attached to his timely filed
return for the year in which the distribution occurs. The
agreement shall state that the distributee has not acquired
any interest in the corporation since the distribution, and
that he agrees to notify the District Director of any acqui
sition of an interest in the corporation within 30 days
after such acquisition if the acquisition occurs within 10
years from the date of the distribution.
If a corporation redeems its stock and the provisions
of Sec. 302(b)(3) (relating to complete termination),
Sec. 302(c)(2) (relating to the agreement and other con
ditions), or one of the other redemptions treated as ex
changes under Sec. 302(a) are not met, then the redemp
tion shall be treated as a distribution of property to which
Sec. 301 applies. Sec. 301 treatment may result in ordinary
dividend income.
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§ 307

Distribution: Basis of Stock Rights Acquired
Sec. 307(b)
Regs. Sec. 1.307-2

A shareholder may elect to allocate part of the basis
of stock to stock rights received on the stock where such
rights have a fair market value of less than 15 percent
of the fair market value of the old stock on the date of
distribution. (In the absence of an election no allocation
of basis is made and the rights will have a zero basis.)
The election is made by attaching a statement to the
shareholder’s timely filed return for the year in which the
rights are received. The stock and rights to which the
election applies must be identified and the shareholder
must retain a copy of the election and of the tax return
with which it was filed in order to substantiate the basis of
stock acquired by exercise of the rights.
The election is applicable with respect to all the rights
received in a particular distribution and is irrevocable with
respect to the rights for which the election is made.

§ 316

Liquidating Distribution: PHC
Sec. 316(b)(2)(B)
Regs. Sec. 1.316-1(b)

A personal holding company which liquidates within a
24-month period may designate all or part of the liquidat
ing distributions to noncorporate shareholders as a divi
dend to the extent of such shareholders’ allocable share
of the undistributed personal holding company income
for such year. The liquidating distribution will then qual
ify for the dividends-paid deduction.
The corporation may claim the dividends-paid deduction
by including such amount as a dividend on Form 1099
and by furnishing a written statement to shareholders pur
suant to Regs. Sec. 1.316-1(b) (5).
This election appears irrevocable.
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§ 333

One-month Liquidation: Recognition of Gain
Sec. 333
Regs. Sec. 1.333-1, -3
Form 964

A qualified shareholder of a domestic corporation may
elect to be governed by the provisions of Sec. 333. This
section provides for the deferment, in whole or in part,
of gain realized from property received as a result of a
complete liquidation occurring within one calendar month.
The election is made by the shareholder on Form 964
which is to be filed (in duplicate) with the District Director
with whom the final income tax return of the corporation
is to be filed. The election must be filed within 30 days
after the adoption of the plan of liquidation. A copy of
the election should also be attached to the shareholder’s
income tax return for the taxable year in which the trans
fer of all the property under the liquidation occurs.
The election may not be withdrawn or revoked. It is
personal to the shareholder making it and does not follow
the stock into the hands of a transferee.

§ 334

Liquidation: Basis of Property Received
Sec. 334(b)(2)
Regs. Sec. 1.334-1

In the liquidation of an 80 percent-owned subsidiary, a
qualifying parent may elect to acquire the subsidiary’s
assets, the basis of which is determined by reference to
the cost of the subsidiary’s stock to the parent.
The election to have Sec. 334(b)(2) apply is made by
adopting a plan to liquidate the subsidiary within two
years after the date the stock ownership requirements
are met. (See Regs. Sec. 1.334-1.)
The election is irrevocable.
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§ 337

12-Month Liquidation: Recognition
of Gain or Loss
Sec. 337
Regs. Sec. 1.337-1, -6
Form 966

No gain or loss is recognized to a corporation on the
sale of its property (with certain exceptions) if all its
assets, except those retained to meet claims, are distrib
uted within 12 months of the adoption of a plan of
liquidation.
The election is made by attaching to the return a state
ment which includes a copy of the minutes of the stock
holders’ meeting at which the plan of liquidation was
adopted, a copy of the plan, a list of assets sold and re
tained, and the date of final liquidation. (Regs. Sec. 1.3376.) Form 966 should be filed within 30 days of the adop
tion of a plan of liquidation.
This election is irrevocable unless the plan is abandoned.
If a plan is abandoned, details should be supplied by filing
a revised Form 966.

§ 341

Collapsible Corporations: Sale of Stock
Sec. 341(f)

A collapsible corporation may consent to recognize gain
on the disposition of certain property so that the stock
holders of the corporation may treat gain on the sale of its
stock as capital gain. The capital gain treatment is applic
able only to sales of stock within six months after the date
of filing the consent.
A statement indicating the corporation’s consent to have
Sec. 341(f)(2) apply should be filed with the District
Director. (See Rev. Rul. 69-32.) The statement should
include the name, address, and taxpayer account number
of any corporation of which 5 percent or more is owned
5-4

by the consenting corporation. Shareholders selling stock
within six months after the consent is filed should attach
a copy of the consent to their tax returns for the year in
which the sale is made. Records must be maintained by the
corporation to provide specific identification of “subsection
(f) assets.” (See Rev. Rul. 69-33 for the agreement to be
filed by a transferee corporation as a result of a nontaxable
exchange where the basis of the transferor’s assets carry
over to the transferee and gain is not normally recognized
by the transferor.)
The corporation may file as many additional consents
as it wishes. The consent may not be revoked by the cor
poration at any time after a shareholder sells stock while
the consent is in effect.

§ 341

Contributions to Capital: Reduction in
Basis of Assets

§ 362

Sec. 362(c)(2)
Regs. Sec. 1.362-2

A corporation may elect to treat contributions of capital
received in cash from nonshareholders in excess of the
cost of property acquired with these monies as a reduction
in the basis of certain assets specified by the taxpayer.
In the absence of specific identification of the assets whose
basis is to be reduced, such reduction will apply to prop
erty in the order specified by Regs. Sec. 1.362-2(b).
To reduce basis in a manner other than that prescribed
by Regs. Sec. 1.362-2(b), the taxpayer must obtain the
consent of the Commissioner. A request for variation from
the general rule should be filed by the taxpayer with its
return for the taxable year in which the transfer of the
property has occurred.
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6

Deferred
Compensation

§ 404

Profit-sharing Plans: Affiliated Group
Sec. 404(a)(3)(B)
Regs. Sec. 1.404(a)-10

A member of an affiliated group of corporations may
elect to make a contribution for another member to a
profit-sharing or stock bonus plan under certain circum
stances. Participating members with current or accumu
lated profits can make contributions for another partic
ipating member who lacks sufficient earnings and profits
to make its own contribution. The group, however, must
be qualified to file a consolidated return.
The election is made by deducting the proper amount
on the appropriate return. The apportionment of payments
among contributing members is dependent on whether or
not a consolidated return is filed. (See Regs. Sec. 1.404(a)10(c).)
The election is irrevocable.

Payment to Pension Plans, Etc.:
Date of Deduction
Sec. 404(a)(6)
Regs. Sec. 1.404(a)-1(c)
Forms 2950, 4848

Deductions under Sec. 404(a) are generally allowable
only for the year in which the contribution is paid. How
ever, in the case of an accrual basis taxpayer, where a
liability for payments to a qualified plan under Sec. 401
existed as of the end of the year, contributions made before
6-1
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the due date of the return (including extensions) are
deemed paid in the prior year.
To make the election, payment of the liability must be
made within the prescribed time. Information as to the
date of payment should be provided on Form 4848 Sched
ule A.
The election is irrevocable.
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7

Accounting Periods
and Methods
of Accounting

§ 441

Accounting Period: Adoption of Taxable Year
Sec. 441
Regs. Sec. 1.441-1(b)

A new taxpayer may adopt any taxable year which
meets the requirements of Sec. 441. The first taxable year
must be adopted before the time for filing the return (not
including extensions) for that year. (For special rules
applicable to partnership years, see Sec. 706.)
After a taxpayer has adopted a taxable year he must
use it in computing his taxable income for all subsequent
years unless approval to make a change is obtained from
the Commissioner or unless a change is otherwise per
mitted under the Code or Regulations.
Note: A discussion of accounting methods can be found
in IRS Publication 334, “Tax Guide For Small Business,”
1971 Edition, Chapter 5.

Accounting Period: 52-53-Week Year
Sec. 441(f)
Regs. Sec. 1.441-2(c)(1)

A new taxpayer may adopt a 52-53-week taxable year
if it keeps its books and computes its income on that
basis. An established taxpayer may change to a 52-53-week
taxable year without permission if its year still ends with
in the same calendar month in which it formerly ended,
otherwise the permission of the Commissioner is required.
(For special rules applicable to partnership years, see Sec.
706.)
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§ 442

The election is made by closing the books on a proper
basis and filing a statement with the first return, in ac
cordance with Regs. Sec. 1.441-2(c) (3).
After a taxpayer has adopted a taxable year it must
use it for all subsequent years unless approval to make a
change is obtained from the Commissioner or unless a
change is otherwise permitted under the Code or Reg
ulations.

Change of Accounting Period: Newly Formed
Partnership
Sec. 442
Regs. Secs. 1.442-1(b)(2); 1.706-1(b)

A newly formed partnership may adopt a taxable year
which is the same as the taxable year of all of its principal
partners. If all of its principal partners are not on the same
taxable year, a newly formed partnership may adopt a
calendar year. If the partnership wishes to adopt a taxable
year which does not qualify under the two preceding sen
tences, it must obtain the permission of the Commissioner.
In selecting its taxable year, the partnership should file
with its first return either a copy of the letter from the
Commissioner approving the year adopted or a statement
indicating that the partnership has adopted a taxable year
which does not require prior approval. (See Regs. Sec.
1.706-1(b)(5).)

Change of Accounting Period: Existing
Partnerships
Sec. 442
Regs. Sec. 1.442-1(b)(2); 1.706-1(b)
Form 1128

An existing partnership may change its taxable year
without the approval of the Commissioner if all its prin7-2

cipal partners have the same taxable year to which the
partnership changes, or if all its principal partners who
do not have such a taxable year concurrently change to
such taxable year. In all other cases an existing partner
ship may not change its taxable year without the approval
of the Commissioner.
An application for a change of taxable year should be filed
on Form 1128 by the last day of the month following the
close of the short period for which a return is required
to change the taxable year. Short-period returns should
be filed in accordance with Sec. 443.

Change of Accounting Period: Corporations
Sec. 442
Regs. Sec. 1.442-1(c)

Certain corporations may change their annual account
ing period without the approval of the Commissioner if
they meet the requirements of Regs. Sec. 1.442-1(c) (2).
The election is made by filing a statement with the Dis
trict Director within the time for filing the required shortperiod return (including extensions). The statement should
indicate that the corporation is changing its accounting
period and that the conditions specified in the Regulations
have been met.

Change of Accounting Period: Newly Married
Individuals
Sec. 442
Regs. Sec. 1.442-1(e)

A newly married individual may change his or her an
nual accounting period so that a joint return may be filed
in the future.
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§ 442

§ 442

The election is made by filing a timely short-period re
turn in accordance with Sec. 443. The individual should
attach a statement indicating that the return is filed under
authority of Regs. Sec. 1.442-1(e).

Change of Accounting Period: Certain Individuals
Sec. 442
Form 1128

Certain individuals whose income is derived from speci
fied sources (Rev. Proc. 66-50) may change their account
ing period from a fiscal to a calendar year without the per
mission of the Commissioner.
The election is made by filing Form 1128 by the Jan
uary 31 following the close of the short period for which
a return is required to effect the change of accounting
period. A copy of the form should also be attached to the
short-period return.

§ 443

Short-Period Returns: Computation of Taxable
Income
Regs. Sec. 1.443-1(b)(2)(v)(a)

In connection with a short-period return arising from a
change of accounting period, a taxpayer may elect to
compute his taxable income under the optional method
pursuant to Sec. 443(b)(2). This method may be used in
place of the general method prescribed in Sec. 443(b)(1).
The election is generally made by filing a claim for re
fund not later than the due date (including extensions) of
the taxpayer’s return for the first taxable year which ends
on or after the day which is 12 months after the first day
of the short period. (However, if at the time the return for
the short period is filed the taxpayer is able to determine
that the 12-month period ending with the close of the short
period will be used in computing the tax under Sec.
443(b)(2), see Regs. Sec. 1.443(b)(2)(v)(b).)
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Accounting Methods: Adoption or Change

§ 446

Sec. 446
Regs. Sec. 1.446-1(e)
Form 3115

A taxpayer filing his first return may adopt any per
missible accounting method in computing his income.
Adoption of a method is accomplished through its use in
the return of the first year. Furthermore, a taxpayer may
adopt any permissible method in connection with each
separate and distinct trade or business.
A change of accounting method always requires the
permission of the Commissioner. Applications for change
(Form 3115) should be filed within 180 days after the
beginning of the taxable year for which the change is de
sired. (See Rev. Proc. 70-27 for further extension of the
time for applying.)
Note: While a change of accounting method always re
quires the Commissioner’s consent, there are several
changes which will be given automatic approval:
• Change from the cash to the accrual method of ac
countancy (Rev. Procs. 67-10 and 70-16),
• Change from the charge-off to the reserve method for
bad debts (Rev. Procs. 64-51 and 70-15), and
• Certain changes in the depreciation method (Rev.
Procs. 67-40 and 68-26).

Accounting Methods: Long-Term Contracts

§ 451

Sec. 451
Regs. Sec. 1.451-3, -5

In connection with accounting for long-term contracts,
a taxpayer may elect to use either the percentage of com
pletion method or the completed contract method.
The taxpayer makes the election by indicating his choice
of method in a statement attached to his income tax re7-5
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turn. (See Regs. Sec. 1.451-5 concerning the conformity of
financial and tax reporting in certain situations.)
A change to or from a long-term method requires the
consent of the Commissioner. (Regs. Sec. 1.451-3(c).)

Accounting Methods: Advance Payments for
Goods, Long-Term Contracts, and Future Services
Sec. 451
Regs. Sec. 1.451-5

Advance payments may generally be included in income
in the taxable year of receipt or in the taxable year prop
erly accruable under the taxpayer’s method of accounting
if that method is also used by the taxpayer for financial re
porting purposes. (For exceptions to the general rule, see
Regs. Sec. 1.451-5(c).)
Where the taxpayer elects to include advance payments
under the accrual method, he must attach an information
schedule to his return reflecting the information required
by Regs. Sec. 1.451-5(d).
Any change to or from the method a taxpayer originally
adopts for reporting advance payments will be considered
a change of accounting method under Sec. 446 requiring
the Commissioner’s approval.

Crop Insurance Proceeds: Year of Inclusion
Sec. 451(d)
Regs. Sec. 1.451-6

A cash basis taxpayer may elect to report the proceeds
of insurance received as a result of damage or destruction
to crops in the year following their damage or destruction.
The taxpayer may make this election if he can establish
that under his practice, the income from such crops would
have been reported in any following taxable year. How7-6

ever, no election is required if the proceeds are actually
received in such following year.
The election is made by attaching a signed statement
to the return of the taxable year in which the damage or
destruction occurred. The statement should contain a dec
laration that the election is being made in accordance with
Sec. 451 (d), and should name the specific crops involved
in the election. The statement should also declare that
the income from such crops would have been reported in a
later year. Finally, the cause and date of the destruction
or damage should be given, as well as a list of the insur
ance carriers from whom insurance was received, the dates
of receipt of payment, and the specific crops to which
the payments applied.
Once made, the election is binding for the taxable year
for which it is made unless a consent to a revocation is ob
tained from the District Director. Requests for revocation
should be made in accordance with Regs. Sec. 1.451-6
(b)(2).

Installment Method: Dealers in Personal Property
Sec. 453
Regs. Sec. 1.453-1, -1, -8

A dealer in personal property may elect to adopt or
change to the installment method of accounting.
Election of the installment method in the first year in
which installment sales are made requires only an indica
tion in a timely filed return (including extensions) that
the method is being used. A change to the installment
method requires that a statement be attached to the re
turn containing the information called for by Regs. Sec.
1.453-8(a)(3).
Under Sec. 453(c)(4), taxpayers who are dealers in per
sonal property may revoke a previously made installment
election for any year ending on or after December 30, 1969
and for any year ending before such date if the three-year
statutory period under Sec. 6501 has not expired on De7-7
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§ 453

cember 30, 1969. The revocation can be made in the form
of an amended return for each year in which the install
ment election was in effect. The revocation must be made
within three years from the due date of the return (in
cluding extensions) and should indicate that the taxpayer
is revoking an installment election.

Installment Method: Realty and Other Sales
Sec. 453
Regs. Sec. 7.453-1(c), -8(b)

Income from the sale of realty and from casual sales of
personal property may be reported on the installment
method. This election is subject to certain payment and
property type limitations. Separate elections and compu
tations are required for each sale or disposition.
To make the election, the taxpayer should show the
computation of gross profit on the sale in his return for
the year of the sale. In any taxable year in which payments
attributable to the sale are received, the taxpayer must
show the computation of income being reported for that
year. (See Rev. Rul. 65-297 regarding additional time for
making the election.)
Generally, the election appears to be binding with re
spect to each transaction to which it applies.

§ 454

Obligations Issued at a Discount: Treatment
Sec. 454
Regs. Sec. 1.454-1

A cash basis taxpayer may elect to accrue income on noninterest-bearing obligations issued at a discount. (For cor
porate obligations issued at a discount after May 27, 1969,
see Sec. 1232 (a)(3).)
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The election is made by treating the annual increment
in redemption value as current income in a timely filed re
turn for the year. If the election is made, it applies to all
other similar obligations owned by the taxpayer at the
beginning of the first taxable year to which the election
applies, and to all those thereafter acquired by the tax
payer.
Any revocation of this election is considered a change
in accounting method and requires the permission of the
Commissioner.

§ 454

Prepaid Income: Subscriptions

§ 455

Sec. 455
Regs. Sec. 1.455-6(a), (b)

A taxpayer may elect to include prepaid subscription in
come in gross income over the period of time during which
the liability to furnish a publication exists.
Election without consent. Consent of the Commissioner
is not required if the election is made for the first taxable
year in which prepaid subscription income is received. The
election should be made in a statement attached to the
return for that first taxable year. It should include all the
information called for in Regs. Sec. 1.455-6(a) (2). The
election must be made within the time for filing the in
come tax return (including extensions) for the first year.
Election with consent. If a taxpayer wishes to make an
election under this section at any time after the first tax
able year in which prepaid subscription income is received,
the consent of the Commissioner must be obtained. Re
quests for consent must be filed with the Commissioner
within 90 days after the beginning of the first taxable
year to which the election is to apply. (See Regs. Sec.
1.455-6(b).)
To revoke the election, the taxpayer must file an appli
cation for change, in accordance with Sec. 446(e).
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§ 456

Prepaid Income: Dues
Sec. 456
Regs. Sec. 1.456-6

Certain qualified organizations may elect to report pre
paid dues income ratably over the period during which the
liability to render services exists, provided that the period
does not extend beyond 36 months.
Election without consent. Consent of the Commissioner
is not required if the election is made for the first taxable
year in which prepaid dues income is received. The elec
tion should be made in a statement attached to the return
for that first taxable year. It should include all the informa
tion called for in Regs. Sec. 1.456-6(a). The election must
be made within the time for filing (including extensions)
the income tax return for that first year.
Election with consent. If a taxpayer wishes to make an
election under this section at any time after the first tax
able year in which prepaid dues income is received, con
sent of the Commissioner must be obtained. Requests for
consent must be filed with the Commissioner within 90
days after the beginning of the taxable year to which the
election is to apply. (See Regs. Sec. 1.456-6(b).)
To revoke the election, the taxpayer must file an ap
plication for change in accordance with Sec. 446(e).

§ 461

Real Property Taxes: Year of Deduction
Sec. 461(c)
Regs. Sec. 1.461-1(c)

A taxpayer on the accrual method may elect to accrue
real property taxes ratably over the period of time to which
those taxes are applicable.
The election may or may not require the Commissioner’s
consent depending upon the time the election is made.
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Election without consent. To elect without consent, the
election must be made for the first taxable year in which
the taxpayer incurs real property taxes. The election must
be made not later than the time prescribed for filing the
return for that year (including extensions). The taxpayer
should attach a statement to his return setting forth:
(1) The activity to which the tax applies and the account
ing method, (2) the period of time involved, and (3) the
computation of first-year tax.

§ 461

Election with consent. If the taxpayer wishes to make
this election after the first taxable year in which he has
incurred real property taxes, consent of the Commissioner
must be obtained. Request for consent must be filed with
the Commissioner within 90 days after the beginning of
the taxable year to which the election is to apply. The re
quest should contain the same information called for above.
To revoke the election, the taxpayer must file an ap
plication for change in accordance with Sec. 446(e).

Inventory Valuation: Methods

§ 471

Sec. 471
Regs. Sec. 1.471-2 — 1.471-8

A taxpayer may adopt either (1) cost, or (2) cost or
market whichever is lower, as a basis for valuing inven
tory. Additional alternatives are available to dealers in
securities, farmers, and retail merchants. Cost for inven
tory purposes may be determined under any one of several
assumptions as to the goods on hand, such as, specific
identification, Fifo, Lifo. (See Sec. 472 if the taxpayer
wishes to adopt Lifo.)
No formal requirements need to be met to elect a meth
od. However, accounting for inventory must conform to
the best accounting practice in the particular trade or
business, and it should clearly reflect income.
Revocation requires an application for change of method
in accordance with Sec. 446(e).
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Inventory Valuation: Farmers
Sec. 477

Regs. Sec. 1.471-6

Farmers on the accrual basis may elect to use the farmprice method and/or the unit-livestock-price method in
stead of conventional methods for valuing inventories, such
as cost, or cost or market.
A change to or from the farm-price method requires an
application for change, as noted in Sec. 446(e). But a
change from cost or cost or market to the unit-livestockprice method requires no formal application.

§ 472

Inventory Valuation: Lifo
Sec. 472
Regs. Sec. 1.472-1
Form 970

A taxpayer may elect to compute all or part of his in
ventory under the last-in, first-out method.
Adoption of or change to Lifo is signified by filing in
triplicate a completed Form 970 with the tax return for
the year of election. The Commissioner’s consent to this
method is deferred until examination of the taxpayer’s
return.
Revocation requires an application for change of method
in accordance with Sec. 446(e).

Inventory Valuation: Dollar-Value Lifo
Sec. 472
Regs. Sec. 1.472-8

Any taxpayer may elect to determine the cost of his
Lifo inventories under the so-called “dollar-value” Lifo
method.
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Permission of the Commissioner is not necessary if the
Lifo method is being adopted for the first time or if the
taxpayer is merely changing to the dollar-value method
while continuing to use the same pools as were used under
another Lifo method. The Commissioner’s consent to this
method is deferred until examination of the taxpayer’s re
turn. A taxpayer using another Lifo method of pricing in
ventories, however, may not change to the dollar-value
method without the Commissioner’s consent.
Revocation requires an application for change of method
as noted in Sec. 446(e).
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8

Exempt
Organizations

Private Foundations: Termination of Status

§ 507

Sec. 507(b)(1)(A)
Proposed Regs. Sec. 1.507-2(a)

Private foundation status may be terminated by a com
plete distribution in lieu of paying the termination tax.
An organization may terminate its status as a private
foundation at any time by complete distribution of all its
assets to certain public charities described in Sec. 170(b)
(1)(A).

Private Foundations: Operation as
Public Charity
Sec. 507(b)(1)(B)
Proposed Regs. Sec. 1.507-2(b)

Private foundations may terminate their private founda
tion status through operation as a public charity in lieu
of paying the termination tax.
Where a private foundation wishes to become a public
charity it must:
1. Operate as a public charity within 12 months after the
beginning of its first taxable year after 1969 or for 60
continuous months beginning with any taxable year after

1969,
2. Notify the District Director before the beginning of
the 12-month or 60-month period (or within 90 days after
the date on which the applicable regulations become final)
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§ 508

of its intention to terminate its private foundation status,
and
3. Satisfy the District Director immediately after expi
ration of the 12- or 60-month period that it has become a
public charity.

Certain Exempt Organizations: Presumption
of Status
Sec. 508(b)
Temporary Regs. Sec. 13.9(b)
Forms 1023, 4653

A Sec. 501(c)(3) organization may avoid presumption
of private foundation status by giving notice that it is not
a private foundation.
Notice must be given within one year from the end of
the month in which the organization was organized or
before the 90th day after final regulations are issued,
whichever is later. If an exemption ruling or determination
letter is dated before July 13, 1970, the organization should
file Form 4653 with the Philadelphia Service Center. Other
wise, the organization should file Form 1023 with the Dis
trict Director, accompanied by a statement that the organ
ization is not a private foundation.

Private Foundations: Noncompliance with
Governing Instruments
Sec. 508(e)(2)(B)

A private foundation organized before 1970 may prevent
its governing instrument requirements from applying to
post-1971 periods.
To prevent governing instrument requirements from ap
plying, the foundation must commence a judicial proceed
ing before January 1, 1972 necessary to reform its govern
ing instrument, etc., or to excuse compliance therewith.
8-2
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Corporations Used
to Avoid Income Tax
on Shareholders

Accumulation of Earnings: Burden of Proof

§ 534

Sec. 534(c)
Regs. Sec. 1.534-2

In a Tax Court proceeding involving an alleged unreas
onable accumulation of earnings and profits by a corpora
tion, the corporation may elect to place part of the burden
of proving such allegation upon the Government. (The
burden, which is initially upon the Government, shifts to
the corporation upon advance government notification that
a notice of deficiency will include an accumulated earnings
tax.)
The election is made by filing a statement (within 60 days
of the notification’s mailing) with the Internal Revenue
office which issued the notification, stating the grounds
(with supporting facts) upon which the corporation relies
to establish that there has been no accumulation of earn
ings and profits beyond the reasonable needs of the busi
ness. An additional 30-day extension may be granted in
certain cases. (See Regs. Sec. 1.534-2(d)(2).)
The election permanently shifts the burden of proof
regarding the grounds set forth in the corporation’s state
ment, provided the grounds cited are relevant and the facts
are sufficient to show the basis thereof.

§ 545

Undistributed PHC Income: Adjustments
Sec. 545(b)(1)
Regs. Sec. 1.545-2
Schedule PH, Form 1120

In computing undistributed personal holding company
income, a corporation may elect to deduct certain fed9-1
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eral and foreign income, and excess profit taxes accrued
for the year. The election applies to a personal holding
company which deducted such taxes for this purpose on a
cash-paid basis under the 1939 Code, and which, in the
absence of the election, continues on the cash basis.
The corporation makes the election by deducting ac
crued taxes on Schedule PH, Form 1120, filed with the re
turn. The schedule should include a statement that the cor
poration has made this election, giving the year to which
the election was first applicable.
The election is irrevocable for the taxable year to which
the election applies and for all subsequent taxable years.

Undistributed PHC Income: Adjustments for
Certain Liens
Sec. 545(b)(9)
Regs. Sec. 1.545-2(i)(5)

A shareholder of a personal holding company may elect
special “income averaging” to compute his income tax re
garding certain dividends as if such dividends had been
received ratably over the period to which the adjustment
related. The election pertains to those dividends which are
attributable to a Sec. 545(b)(9) income-increasing ad
justment.
The election applies where U.S. liens against corpora
tions which decreased undistributed personal holding com
pany income during the period of their existence are satis
fied or released, thus causing the restoration of the prior
income-decreasing adjustments.
The shareholder makes the election by attaching a state
ment to his return for the year for which such dividends
would be reported but for the election. The statement
should indicate the amount of each year’s deduction arising
out of the existence of such liens and the amount added to
income upon their satisfaction or release. (See Regs. Sec.
1.545-2(i) (5) (iii).)
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Undistributed PHC Income: “Would-Have-Been
Companies”

545

Sec. 545(c)
Regs. Sec. 1.545-3(e)
Schedule PH, Form 1120

A corporation may elect not to deduct amounts used or
irrevocably set aside to pay or retire qualified indebtedness
in the determination of undistributed personal holding
company income. The election applies to a “would-havebeen” personal holding company, that is, a corporation
which was not subject to personal holding company treat
ment for years beginning prior to January 1, 1964, but
would have been so subject if the amended personal hold
ing company requirements applicable to years beginning
after December 31, 1963 had been in effect for the earlier
years.
The taxpayer makes the election by filing a statement on
or before the 15th day of the third month following the
close of the taxable year for which made, designating the
amounts which are to be treated as nondeductible and the
related indebtedness. (See Regs. Sec. 1.545-3(e)(2).)
Such information is to be included with Schedule PH,
Form 1120. Even though an extension of time is granted
for filing the return, the statement must be filed within the
time specified above.
The election applies only to the specific year for which
it was made and is irrevocable for that year.

PHC: Deficiency Dividend

§ 547

Sec. 547
Regs. Sec. 1.547-2
Form 976

A corporation may elect to establish a deficiency-divi
dend deduction in determining the amount of personal
holding company tax after a deficiency in such tax has
9-3
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§ 556

been determined by a final court decision, closing agree
ment, or specific agreement.
The corporation can make the election by paying a de
ficiency dividend and filing a claim for deduction. The
deficiency dividend must be paid within 90 days after the
determination of liability. The claim should be filed in du
plicate on Form 976, within 120 days after the determina
tion of liability, but not prior to paying the dividend. (See
Regs. Sec. 1.547-2(b)(2).) Note: A claim on Form 843
will also be required if any part of the deficiency has been
paid.
The deficiency-dividend deduction is irrevocable and is
applicable only to the year to which the final determina
tion relates.

PHC: Foreign PHC Income
Sec. 556(b)(1)
Regs. Sec. 1.556-2(a)(2)

To compute undistributed foreign personal holding com
pany income, a corporation may elect to deduct federal in
come and excess profits taxes accrued for the year. The
election applies to a foreign personal holding company
which deducted such taxes on a cash-paid basis under the
1939 Code, and which, in the absence of such election, con
tinues on such basis.
The corporation makes the election by deducting ac
crued taxes on Form 958 filed for the year of change, and
including a statement that the corporation has made the
election, setting forth the year to which the election was
first applicable.
This election is irrevocable for the taxable year to which
it applies and for all subsequent taxable years.
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§ 563

PHC: Dividends Paid After Close of Year
Sec. 563(b)
Regs. Sec. 1.563-2
Schedule PH, Form 1120

A personal holding company may elect to treat divi
dends paid during the first two and one-half months of a
year as having been paid in the prior year for purposes of
determining the dividends-paid deduction.
To make the election, the corporation should include
such dividends in computing its dividends-paid deduction
on Schedule PH, Form 1120, filed with the return. The
amount of dividends which may be included in computing
the dividends-paid deduction for the taxable year may not
exceed 20 percent of the dividends paid during the tax
able year.
The election is effective only for the specific dividends
designated.

§ 565

PHC: Consent Dividends
Sec. 565
Regs. Sec. 1.565-1
Forms 972, 973

A shareholder may elect to treat as a dividend (and an
immediate contribution to capital) the amount specified
in a consent. This will establish a dividends-paid deduction
in the same amount for purposes of computing the personal
holding company tax and the accumulated earnings tax.
Shareholders make the election by signing Forms 972
which specify the amount each shareholder agrees to in
clude in his income for his taxable year, that is, the year
which includes or coincides with the corporate year-end.
The Forms 972, together with Form 973, prepared by the
corporation to reflect information about its outstanding
stock and related matters, are to be filed with the corporate
9-5
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return not later than the due date thereof. Note: Any with
holding of tax which would have been required by Sec.
1441 or 1442 upon a payment in money, concerning non
resident aliens or foreign corporation shareholders, must
accompany the return.
The election is irrevocable within the limitations of the
consents. The consent is effective only for those amounts
and the year specified in Form 972.
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Banking Institutions

SBICs and Business Development Corporations:
Treatment of Securities Transactions

§ 582

Sec. 582(c)
Temporary Regs. Sec. 13.0
Proposed Regs. Sec. 1.582-1(f)

For taxable years beginning after July 11, 1969 and
before July 11, 1974, small business investment companies
(SBICs) and business development corporations must
make an election if they wish to treat the sale of corporate
and government bonds, notes, or other evidence of indebt
edness as ordinary income or loss. (See 1969 Tax Reform
Act, P.L. 91-172, §433(d)(2).)
The election must be made not later than (1) the time
for filing (including extensions) the income tax return for
the first taxable year beginning after July 11, 1969, or (2)
June 8, 1970, whichever is later. It is made by filing a
statement with the return identifying the election. The
election can only be made during the effective period
shown above.
Once made, the election is irrevocable and applies to all
such taxable years, unless the Commissioner consents to
revocation pursuant to written application filed within 90
days after permanent regulations are issued.

§ 585

Banks: Reserve for Losses on Loans
Sec. 585(b)

Banks may base their addition to reserves for losses on
loans under Sec. 166(c) on either the percentage method
or the experience method. The percentage method is sub
ject to certain limitations stated in Sec. 585(b)(2)(B)
and can only be used for years beginning before 1988.
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The election is made annually by attaching a statement
to the return showing how the bad debt reserve was com
puted.

§ 586

SBICs and Business Development Corporations:
Reserve for Losses
Sec. 586(b)(1), (2)

Companies in business at least 10 years. These com
panies may compute their addition to a bad debts reserve
by using a six-year moving average based upon their own
experience, or by using the lower of either the balance of
the reserve at the close of the base year or a ratio of base
year loans outstanding to base year reserves applied to cur
rent loans outstanding. Note: The term “base year” in this
section means the year beginning before July 12, 1969.
Companies in business less than 10 years. Newer com
panies will be allowed to use the method above or a ratio
based upon an industry-wide moving average for the pre
ceding six taxable years, whichever method produces the
larger deduction.
The election is made annually by attaching a statement
showing how the bad debt reserves were computed.

§ 593

Mutual Savings Banks, Etc.: Bad Debts
Sec. 593
Regs. Secs. 1.593-1; 1.166-1

Mutual savings banks may elect alternate methods of
treating bad debts. The alternatives are: (1) to deduct
actual bad debts to the extent that they become worthless
during the year (Sec. 166(a)), or (2) to deduct as bad
debts those amounts credited to a reserve for bad debts
(Regs. Sec. 1.593-1 and -2). The election may be made by
a mutual savings bank not having capital stock represented
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by shares, a domestic building and loan association, or a
cooperative bank.
The selection of either method may be made by the tax
payer in the return for its first taxable year. The method
selected is subject to the approval of the Commissioner
upon examination of the return. If the method is approved,
it must be used in returns for subsequent years.
Application for permission to change a method of treat
ing bad debts should be made at least 30 days prior to the
close of the taxable year for which the change is to be
effective.

Savings Banks: Reserve for Losses on Loans
Sec. 593(b)

A mutual savings bank, a domestic savings and loan as
sociation, or a cooperative bank will generally be permitted
to compute its bad debt reserve on qualifying real property
loans by the percentage of taxable income method; the per
centage method as explained in Sec. 585(b)(2); or the ex
perience method as explained in Sec. 585(b)(3).
The election is made annually by attaching a statement
to the return showing how the reserve was computed. (See
Sec. 596 for certain limitations on the dividends-received
deduction which result when reserves are computed under
the taxable income method described in Sec. 593(b)(2).)

Mutual Savings Banks: Treatment of Reserves
Sec. 593

Regs. Sec. 1.593-7(c)(2)

A mutual savings bank, a domestic savings and loan asso
ciation, or a cooperative bank may elect to charge bad
debts on nonqualifying loans and on qualifying real prop10-3
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§ 595

erty loans against the respective reserve for losses on such
loans. Or, it may charge such bad debts with respect to
either class of loans in whole or in part against the sup
plemental reserve for losses on loans established as of De
cember 31, 1962.
The election is made by charging such losses to the
reserves in the return.
The taxpayer is not bound by the election.

Foreclosed Property: Minor Capital
Improvements
Sec. 595
Regs. Sec. 1.595-1(e)(4)

Certain creditors described in Sec. 593(a) may elect to
treat minor capital improvements to property acquired in
a foreclosure in the same manner that the “acquired prop
erty” is treated under Sec. 595 or as a capital improvement.
A capital improvement is considered “minor” only if its
cost does not exceed $3,000. Under Sec. 595, the excess of
the adjusted basis of acquired property over its fair market
value is treated as a worthless debt under the provisions of
Sec. 166. The basis of the acquired property is reduced by
the amount treated as a worthless debt.
The election is made with the return by treating minor
capital improvements to acquired property in accordance
with one of the above methods. The taxpayer must keep
records to reflect, for each of the acquired properties in
volved, the cost of each capital improvement made. There
can be different elections for different acquired properties.
The treatment accorded minor capital improvements
must be consistently applied to all such improvements
made to a particular property.
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Natural Resources

Mineral Property: Advanced Royalties

§ 612

Sec. 612
Regs. Sec. 1.612-3(b)(3)

A taxpayer may elect to treat advanced royalties paid
or accrued in connection with mineral property (1) as de
ductions from gross income for the year the advanced roy
alties are paid or accrued, or (2) as deductions from gross
income for the year the mineral product with respect to
which the advanced royalties were paid is sold.
The taxpayer must elect the treatment of all such ad
vanced royalties in his return for the first taxable year in
which such amounts are paid or accrued. The manner in
which such items are treated in the return will constitute
the taxpayer’s election. A failure to deduct these items for
the year paid or accrued will constitute an election to de
duct advanced royalties when the mineral product is sold.
The election is binding for the taxable year for which
made and for all subsequent taxable years.

Development Costs: Delay Rentals
Sec. 612
Regs. Sec. 1.612-3(c)(1)

Delay rentals paid for the privilege of deferring the de
velopment of property may be deducted as an expense or
charged to a depletable capital account. (See Sec. 266 and
Regs. Sec. 1.266-1(c) (3).)
The election to capitalize is exercised by filing with the
return a statement indicating the item or items which the
taxpayer elects to treat as chargeable to a capital account
(Regs. Sec. 1.266-1(c) (3)).
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612

The election is effective only for the year for which it is
made, and the election to capitalize delay rentals may be
made with respect to a particular property even though
such an election is not exercised in that year with respect
to other such property. (See Regs. Sec. 1.266-1(c) (2) (i)
and Rev. Rul. 55-118.)

Intangible Drilling Costs: Capitalize or Expense
Secs. 612, 263(c)
Regs. Sec. 1.612-4(a), (d), (e)

All intangible drilling and development costs incurred in
the drilling of both productive and nonproductive wells and
the preparation of wells for the production of oil and gas
may, at the taxpayer’s option, be charged either to a capi
tal account or to current expense.
The option to charge these costs to expense may be exer
cised by claiming intangible drilling and development
costs as a deduction on the return for the first taxable year
in which the taxpayer pays or incurs such cost. No formal
statement is necessary. If the taxpayer fails to deduct these
costs as expenses in its return, the taxpayer will be deemed
to have elected to recover such costs through depletion to
the extent that they are not represented by physical prop
erty, and through depreciation to the extent that they are
represented by physical property.
The election is binding for the first taxable year for which
it is effective and for all subsequent taxable years. (See
the election under Sec. 263(c), page 4-22.)

Intangible Drilling Costs: Nonproductive Wells
Sec. 612
Regs. Sec. 1.612-4(b)(4)

If an operator has elected to capitalize intangible drilling
and development costs pursuant to Sec. 263(c), then an
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additional option is accorded with respect to intangible
drilling and development costs incurred in drilling a non
productive well. Such costs may be deducted by the tax
payer as an ordinary loss provided an election is made in
the return for the first taxable year in which a nonproduc
tive well is completed.
The taxpayer should make a clear statement of election
in the return for the first taxable year in which the non
productive well is completed. Failure to make the election
shall be deemed to be an election to recover such costs
through depletion to the extent that they are not repre
sented by physical property, and through depreciation to
the extent they are represented by physical property.
This election is binding for the first taxable year for
which it is effective and for all subsequent years.

§ 612

Transportation Expense: Treatment
as Mining Expense

§ 613

Sec. 613(c)(2)
Regs. Sec. 1.613-3(h)

A taxpayer may make an application to include in the
computation of its gross income from mining the cost of
transportation in excess of 50 miles from the point of ex
traction of the minerals from the ground.
The taxpayer shall file an original and one copy of the
application with the Commissioner. The application must
include a statement giving in detail the facts concerning
the physical and other requirements which prevented the
construction and operation of the plant at a place nearer
to the point of extraction from the ground.
The Regulations are silent on the manner of termination.
However, any change in the facts represented in the orig
inal application necessitates that a new application be filed
with the Commissioner.
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§ 614

Operating Mineral Interests: Treatment
as Separate Properties
Sec. 614(b)(2)
Regs. Sec. 1.614-8

If a taxpayer has more than one operating mineral inter
est in oil and gas wells in one tract or parcel of land, he
may elect to treat one or more of such interests as separate
properties. If no election is made, all of the taxpayer’s op
erating mineral interests in a separate tract or parcel of land
will be combined and treated as one property.
The election must be made in the first year in which
the taxpayer makes any expenditure for development or
operation of such operating mineral interest. The election is
required to be in the form of a specific statement attached
to the income tax return for the year in which it is made.
The statement must identify by name, code number, or
other means the tract or parcel of land and operating min
eral interests within the same tract or parcel of land which
the taxpayer is electing to treat as separate properties.
The election is binding upon the taxpayer for all subse
quent years. However, an election to treat one or more
operating mineral interests as separate properties does not
prevent the making of a later election to combine a newly
discovered or newly acquired operating mineral interest
with one of such interests if no other combination exists in
the tract or parcel of land on the date when the later elec
tion would become effective.

Operating Mineral Interests: Aggregation
of Separate Properties
Sec. 614(c)(1)
Regs. Sec. 1.614-3

Except in the case of oil and gas wells, a taxpayer who
owns two or more separate operating mineral interests
which constitute part or all of the same operating unit may
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elect to form an aggregation of all such operating mineral
interests which comprise any one mine or any two or more
mines. It is not necessary that the separate operating min
eral interests be included in a single tract or parcel of
land or in contiguous tracts or parcels of land so long as
such interests constitute part or all of the same operating
unit. More than one aggregation may be formed within one
operating unit. If no election is made with respect to a
particular operating mineral interest, such interest shall be
treated as a separate property.
The election must be made not later than the time pre
scribed for filing the return (including extensions) for the
first year the taxpayer makes any expenditures for develop
ment or operation of the separate operating mineral inter
ests. The election must be in the form of a specific state
ment containing the information outlined in Regs. Sec.
1.614-3(f) (5).
The election is binding on the taxpayer for the year made
and for all subsequent years unless consent to change is
obtained from the Commissioner.

Single Operating Mineral Interest:
Division into Separate Interests
Sec. 614(c)(2)
Regs. Sec. 1.614-3

Except in the case of oil and gas wells, a taxpayer who
owns a separate operating mineral interest in a mineral de
posit in a single tract or parcel of land may elect to treat
such interest as two or more separate operating mineral in
terests if such mineral deposit is being developed or ex
tracted by means of two or more mines. The election may
not be made with respect to an aggregated property or
with respect to any operating mineral interest which is a
part of any aggregation formed by the taxpayer unless the
Commissioner consents.
The election must be made not later than the time pre
scribed for filing the return (including extensions) for the
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§ 614

first year the taxpayer makes any expenditures for develop
ment or operation of more than one mine with respect to
the separate operating mineral interest. The election must
be in the form of a specific statement containing the infor
mation outlined in Regs. Sec. 1.614-3(f) (5).
The election is binding on the taxpayer for the year
made and for all subsequent years unless consent to change
is obtained from the Commissioner. However, any separate
operating mineral interest formed by making the election
may be included as a part of an aggregation providing the
time for making the election to aggregate has not expired.

Nonoperating Mineral Interests: Aggregation
Sec. 614(e)
Regs. Sec. 1.614-5(d)

A taxpayer who owns two or more separate nonoperating
mineral interests in a single tract or parcel of land or in
two or more adjacent tracts or parcels of land may be per
mitted to form an aggregation of these interests and to
treat them as one property.
To make this election it is necessary to apply for the per
mission of the Commissioner. Permission will be granted
only if it is established that tax avoidance is not a principal
purpose in forming the aggregation. The application should
be filed within 90 days after the beginning of the first tax
able year for which aggregation is desired, or within 90
days after the acquisition of one of the nonoperating min
eral interests which is to be included in the aggregation,
whichever is later. The application should include a state
ment of details as set forth in Regs. Sec. 1.614-5(e) (4).
The election to aggregate is binding for the year of elec
tion and for all subsequent years unless a consent to
change is obtained. (See Regs. Sec. 1.614-5(e) and (f).)
Consent to a different treatment will not be granted where
the principal purpose for the change is tax consequences.
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Development Expenses: Deferment

§ 616

Sec. 616(b)
Regs. Sec. 1.616-2

An election may be made to defer development expendi
tures (other than on oil and gas wells) on a ratable basis
as the units of produced ores or minerals benefited by such
expenditures are sold.
The election shall be made for each mine or other natural
deposit by a clear indication on the return or by a state
ment filed not later than the time prescribed for filing the
return (including extensions) for the taxable year to which
the election is applicable.
The election to defer development expenditures applies
only to expenditures for the taxable year for which made.
However, once made, the election is binding with respect
to the expenditures for that taxable year.

Mining Exploration Expenditures:
Deduction and Recapture

§ 617

Sec. 617(a)(1)

Temporary Regs. Sec. 15.1-1, -2

Certain mining exploration expenditures (with the ex
ception of oil and gas or any mineral for which a deduction
for percentage depletion is not allowable) paid or incurred
during the taxable year before the beginning of the de
velopment stage of the mine may be allowed as a deduction
in computing taxable income. The election applies only
with respect to expenditures which would not otherwise be
allowable as a deduction for the taxable year. In the case
of minerals located outside the U.S., certain limitations
under Sec. 617(h) are applicable. Amounts deducted under
this election are subject to recapture under Sec. 617(b),
(c), and (d).
The election should be made within the period pre
scribed for making a claim for credit or refund. The tax11-7
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payer makes the election by indicating clearly on his re
turn the amount of the deduction claimed for each property
or area of interest in accordance with Temporary Regs. Sec.
15.1-2(ii) (b). The election is applicable to all such explo
ration expenditures paid or incurred during that taxable
year and all subsequent years, unless revoked.
The election may be revoked before the expiration of
the last day of the third month following the month in
which the final regulations are issued. If not made within
this period, the consent of the Commissioner is required.
(See Temporary Regs. Sec. 15.1-2 for manner of revoca
tion. )

Adjusted Exploration Expenses: Recapture
Sec. 617(b)
Temporary Regs. Sec. 15.1-3

For all mines for which deductions have been allowed
under Sec. 617(a) and which reach the producing stage
during a taxable year, the taxpayer can include in gross in
come an amount equal to his adjusted exploration expendi
tures (defined in Sec. 617(f)(1)) and treat the expendi
tures as chargeable to capital account. If the taxpayer does
not make this election then no deduction for depletion un
der Sec. 611 with respect to the property will be allowed
until the amount of depletion otherwise allowable equals
the amount of the adjusted exploration expenditures with
respect to the mine.
The manner in which the taxpayer treats the adjusted
exploration expenditures in his return will constitute his
election. The election may be made, or changed by filing
an amended return, not later than the time prescribed for
filing the return (including extensions). In each subsequent
year, a new election is made for any other mines reaching
the producing stage in that year.
The election cannot be changed later than the return
filing due date (including extensions).
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§ 631

Cutting of Timber: Treatment as Sale
Sec. 631(a)
Regs. Sec. 1.631-1

A taxpayer may treat the cutting of timber as a sale
or exchange. The election will apply to all timber which
the taxpayer has owned or has had a contract right to cut
for a period of more than six months prior to the beginning
of the taxable year in which such timber is cut.
The election must be made by the taxpayer in his income
tax return for the taxable year for which the election is
applicable; it cannot be made in an amended return for
that year. The election in the return should take the form
of a computation under the provisions of Sec. 631(a) and
Sec. 1231.
This is a permanent election and is binding for all subse
quent years unless the Commissioner, upon showing of
undue hardship by the taxpayer, consents to revocation.

Disposal of Timber: Payment Deemed Disposal
Sec. 631(b)

Regs. Sec. 1.631-2(b), (c)

A taxpayer may elect to treat the date of payment as the
date of disposal of timber, where payment is made before
the date such timber is cut. If no election is made, the date
of disposal is deemed to be the date the timber is cut. The
election is effective only for the purposes of determining the
holding period of the timber.
The election is made in a statement attached to the tax
payer s income tax return filed on or before the due date
(including extensions) for the taxable year in which the
payment is received. The statement should specify the ad
vance payments which are subject to the election and
should identify the contract under which the payments are
made. A new election is required each year identifying the
contracts under which such payments are being made.
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Estates, T rusts,
and Decedents

Charitable Contributions: Year of Deduction

§642

Sec. 642(c)(1)
Temporary Regs. Sec. 13.0
Proposed Regs. Sec. 1.642(c)-1

A trustee or administrator of an estate or trust may elect
to treat a contribution paid in one taxable year as a deduc
tion in the year prior to the year in which it was paid.
The election is made by attaching a statement to the re
turn (or amended return) for the taxable year in which
the contribution is treated as paid. The statement should
contain the information specified in Proposed Regs. Sec.
1.642(c)-1(b) (2). The election must be made no later
than the time prescribed for filing the return (including
extensions) for the year following the taxable year for
which the election is made.
The election will be binding unless consent to revoke is
obtained from the Commissioner. The proposed regulations
provide that an application for consent to revoke must be
filed not later than the time for filing the return (including
extensions) for the taxable year immediately succeeding
the taxable year for which the election was made.
The application for consent to revoke should contain
the information called for in Proposed Regs. Sec. 1.642(c)1(b)(3). In addition, if permission is granted, the fiduciary
should attach a copy of the consent to an amended income
tax return for the taxable year for which the election was
made. However, a consent to revoke will not be issued
prior to the promulgation of permanent regulations. If the
final regulations provide for revocation, the election may
be revoked without consent but no later than 90 days after
permanent regulations have been filed with the Federal
Register.
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642
§

Estates and Trusts: Treatment of
Administration Expenses
Sec. 642(g)
Regs. Sec. 1.642(g)-1

A fiduciary or other person may elect to claim an income
tax deduction for all or part of administration expenses and
casualty losses incurred in connection with the administra
tion of a decedent’s estate (Sec. 162 or 212), rather than
as deductions for estate tax purposes (Sec. 2053 or 2054).
To make the election, a statement should be filed in
duplicate to the effect that the items claimed as deductions
in computing taxable income have not been allowed as de
ductions from the gross estate, and that all rights to deduct
them as such are waived. The statement should be filed
with the income tax return for the year of the deduction,
or with the office where the return was filed so that it may
be associated with the return. The election may be made
at any time before the expiration of the statutory period of
limitation applicable to the year for which the deduction is
sought, so long as it is made prior to the time the estate
tax deduction is finally allowed.
The election is irrevocable. Note: The claiming of the
items as deductions from the gross estate is not binding. A
timely election will still be valid as long as the estate tax
deduction has not been finally allowed.

§ 652
§ 661
§ 662

Estates and Trusts: Allocation of Deductions
Secs. 652(b), 661(b), 662(b)

Regs. Secs. 1.652(b)-3,1.661(b)-2,1.662(c)-4, Example (e)

Deductions not directly attributable to a specific class of
income may be allocated to any item of income included in
computing distributable net income. A portion, however,
must be allocated to nontaxable income (except dividends
excluded under Sec. 116) pursuant to Sec. 265 and the re
lated regulations.
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The election is made by allocating those deductions in
whatever proportion the fiduciary elects.
The allocation proportions are determined annually by
the fiduciary.

8 652
§ 661
§ 662

Distributions by Trusts: Year of Credit

§ 663

Sec. 663(b)
Temporary Regs. Sec. 13.6
Proposed Regs. Sec. 1.663(b)-1, -2

The fiduciary of a trust may elect to treat any distribu
tion or a portion of any distribution made to a beneficiary
within the first 65 days following the taxable year as an
amount paid or credited on the last day of such taxable
year. However, in the case of distributions after May 8,
1972, the amount to which the election applies may not
exceed:
1. The income of the trust (as defined in Regs. Sec.
1.643(b)-1) or
2. The distributable net income of the trust for such
taxable year, if greater, reduced by amounts paid, credited,
or required to be distributed in such taxable year.
The election must be made annually in a statement at
tached to the return of the trust for the taxable year for
which the election is made. It must be submitted within
the time for filing the return (including extensions).
The election is revocable at any time prior to the last
day prescribed for making the election. After that time,
the election becomes irrevocable.
§ 664

Charitable Remainder Trusts:
Asset Valuation Dates
Sec. 664(a),(d)
Proposed Regs. Sec. 1.664-3(a)(1)(iv)
Form 1041-B

In valuing the net assets of a charitable remainder uni
trust, a choice of valuation dates is available for arriving
at a basis for its annual distribution.
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664

§ 668

The net fair market value of the trust’s assets may be de
termined on any one date during the taxable year, or by
taking the average of valuations made on more than one
date during the taxable year of the trust as long as the same
valuation dates and methods are used each year.
The trustee should indicate his selection of the valuation
date or dates on the first return (Form 1041-B) which the
trust is required to file.

Accumulation and Multiple Trusts:
Tax on Accumulation Distributions
Sec. 668(b)(1)
Proposed Regs. Sec. 1.668(b)-4A

In computing the tax due under the unlimited throw
back rules for beneficiaries, the taxpayer has the option to
compute his tax under either the “exact” or the “short-cut”
method described in Sec. 668(b).
The election is made by computing the tax under the
method selected and by paying it as part of the tax for
the current year in which the distribution was received.
Selection of the “exact” method requires the beneficiary to
provide such information as the Treasury prescribes regard
ing his income for each of the years in which an amount
is considered distributed. (See Proposed Regs. Sec. 1.668
(b)-4A.) However, if the “short-cut” method cannot be
used because of limitations imposed by Sec. 668(b)(2)(B),
then the “exact” method is used even though the required
information is unavailable.

Accumulation and Multiple Trusts:
Multiple Distributions
Sec. 668(b)(4)
Proposed Regs. Sec. 1.668(b)-2A(c)

Accumulation distributions from more than one trust
which are includible in the income of a beneficiary in the
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same taxable year will be deemed to have been made con
secutively in whatever order the beneficiary selects. How
ever, the beneficiary must treat them as having been made
in the same order for the purpose of computing the partial
tax on several accumulation distributions.
To exercise this option, the beneficiary should indicate
the order in which he deems the distributions to have been
received. Failure to do so does not affect the beneficiary’s
right to make such a determination.

Accumulation Trusts: Capital Gain Distribution

668

§ 669

Sec. 669(b)

Proposed Regs. Sec. 1.669(b)-1A,(c)

In computing the tax on the application of the unlim
ited throwback rule to a capital gain distribution, the tax
payer may use either the “exact” or “short-cut” method.
Sec. 669(c) states that the Treasury will issue regula
tions imposing rules for the use of either the “exact” or
“short-cut” method similar to the rules of Sec. 668 regard
ing prior distributions, multiple distributions, or inadequate
information. (See Proposed Regs. Sec. 1.669(c).)

Accumulation Trusts: Capital Gain Throwback
Sec. 669

Proposed Regs. Sec. 1.669(f)-2A

If a beneficiary receives capital gain distributions before
January 1, 1973, from more than one trust which was in ex
istence on December 31, 1969, only one of the trusts can
qualify for the exception to the capital gain throwback
rules provided by the 1969 Tax Reform Act, P.L. 91-172,
§331(d) (2) (c), as amended by the Revenue Act of 1971,
P.L. 92-178 §306(b).
The beneficiary should designate on his income tax re12-5

§ 669

§ 691

turn which trust Sec. 669 will not apply to for the taxable
year in which the distribution would otherwise be included
in income.

Beneficiaries: Installment Obligations
Inherited Under ’39 Code
Sec. 691(e)
Regs. Sec. 1.691(e)-1

Taxpayers who elected under the 1939 Code to assume
a decedent’s tax by filing a bond with the Commissioner
may elect to have the 1954 Code apply to installment obli
gations received from the decedent.
The election to have these obligations treated under the
1954 Code is made in a statement filed in duplicate with
the District Director for the district in which the bond is
maintained. The statement must be filed not later than the
time prescribed for filing the return (including extensions)
for the first taxable year to which the election applies. The
information to be submitted is prescribed in Regs. Sec.
1.691(e)-1(b).
The election is irrevocable.
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Partners
and Partnerships

Partner’s Share of Foreign Taxes: Treatment

§ 702

Sec. 702
Regs. Sec. 1.702-1(a)(6)

A partner may elect to treat his distributive share of
partnership foreign taxes paid or accrued either as a deduc
tion under Sec. 164, or as a credit under Sec. 901.
The election is made by claiming either the deduction
or the credit on the individual partner’s return.
The election may be changed at any time before the ex
piration of the period prescribed by Sec. 6511.

§ 703

Partnerships: Elections in General
Sec. 703(b)
Regs. Sec. 1.703-1(b)(1)

Any elections (other than the election regarding foreign
taxes, the election relating to the deduction and recapture
of certain mining exploration expenditures, the election
relating to the definition of a net lease under Sec. 57(c),
and the election relating to limitation on interest on invest
ment indebtedness under Sec. 163(d)) affecting the com
putation of income derived from a partnership must be
made by the partnership and not by the partners separately.
All partnership elections are applicable to all partners
equally, but any election of the partnership does not apply
to any partner’s nonpartnership interests.
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§ 704

Partner’s Distributive Share:
Effect of Partnership Agreement
Sec. 704(a), (b)
Regs. Sec. 1.704-1(a), (b)

Partners may provide in the partnership agreement for
the manner in which they will share each item or class of
items of income, gain, loss, deduction, or credit of the
partnership.
If the partnership agreement makes no specific provision
for the manner of sharing one or more items or classes of
items, a partner’s distributive share will be determined in
accordance with the provisions of the partnership agree
ment for the division of general profits and losses.
If the principal purpose of any provision in the partner
ship agreement determining a partner’s distributive share
of a particular item is to evade or avoid the Federal income
tax, the provision will be disregarded.

Partner’s Distributive Share:
Contributed Property
Sec. 704(c)
Regs. Sec. 1.704-1(c)

If the partners so provide in the partnership agreement,
depreciation, depletion, or gain or loss with respect to con
tributed property may be allocated among the partners in
a manner which takes into account all or any portions of
the difference between the adjusted basis and the fair mar
ket value of contributed property at the time of contribu
tion. The allocation may apply to all contributed property
or to specific items. If the partnership agreement is silent
concerning income and deductions with respect to con
tributed property, such items will be treated in the same
manner as though the property had been purchased by
the partnership.
A special rule applies if all partners contribute undivided
interests in the same property and their relative interests in
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the property before contribution are in the same ratio as
their interests in the capital and profits of the partnership.
Under this circumstance the partner’s share of depreciation,
depletion, or gain or loss with respect to the property will
be determined as if the property had not been contributed
to the partnership, unless the partnership agreement pro
vides otherwise.

§ 704

Partnerships: Adoption or Change in
Taxable Year

§ 706

Sec. 706
Regs. Sec. 1.706-1(b)

(See the elections under Sec. 442, pages 7-2 through 7-4.)

Closing of Partnership Year: Sale, Exchange,
or Liquidation of Partner’s Interest
Sec. 706(c)(2)(A)
Regs. Sec. 1.706-1(c)(2)(ii)

In the case of a sale, exchange, or liquidation of a part
ner’s entire interest in a partnership, the terminating part
ner shall include in his taxable income his distributive share
of the partnership income for the period ending with the
date of such sale, exchange, or liquidation. In lieu of an
interim closing of the partnership books, such partner’s dis
tributive share may, by agreement among the partners, be
estimated by taking a pro rata part of the amount of the
items he would have included in his taxable income had
he remained a partner until the end of the partnership tax
able year. The proration may be based on the portion of
the taxable year that has elapsed prior to the sale, exchange,
or liquidation, or may be determined under any other
method that is reasonable.
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§ 732

Transferee Partner:
Basis of Partnership Property
Sec. 732(d)
Regs. Sec. 1.732-1(d)

If a partner receives a distribution of property (other
than money) from the partnership within two years after
he acquired any part of his interest by a transfer with re
spect to which the election under Sec. 754 was not in effect,
he may elect to treat as the adjusted basis of the property
the adjusted basis the property would have if the adjust
ment provided in Sec. 743(b) were in effect.
The election should be made in the taxable year of the
distribution from the partnership if the transfer includes
property subject to allowance for depreciation, depletion,
or amortization. If the distribution does not include prop
erty subject to depreciation, depletion, or amortization, then
the election should be made for any taxable year no later
than the first taxable year in which the basis of the dis
tributed property is pertinent in determining the partner’s
income tax.
The election is made by submitting a schedule and writ
ten statement attached to the tax return for the year in
which the election is applicable, in accordance with Regs.
Sec. 1.732-1 (d)(3).
The election is binding for the taxable year in which it is
made and for all subsequent taxable years.

§ 734

Undistributed Partnership Property:
Adjustment to Basis
Sec. 734
Regs. Sec. 1.734-1

(See the election under Sec. 754, page 13-6.)
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Liquidation of a Partnership Interest:
Payment for Goodwill

§ 736

Sec. 736(b)(2)(B)
Regs. Sec. 1.736-1(b)(3)

The character of amounts paid by a partnership to a re
tiring partner or to a successor in interest of a deceased
partner in exchange for that partner’s interest in partner
ship goodwill are governed by the partnership agreement.
If such agreement provides for a reasonable payment for
goodwill, the amounts are treated as payment for a partner
ship asset (Sec. 736(b)), nondeductible to the partnership
and capital gain (to the extent basis is exceeded) to the
retiring or deceased partner. However, if payments are
made to cover goodwill without specific provision in the
partnership agreement, the payments will be treated under
Sec. 736(a) as a deduction to the partnership and ordinary
income to the retiring partner or the deceased partner’s
successor in interest.

Payments for Partnership Interest:
Apportionment
Sec. 736
Regs. Sec. 1.736-1(b)(5)(iii)

Retiring and remaining partners may agree on the ap
portionment of each annual payment between the payment
of a distributive share (Sec. 736(a)) and the payment in
exchange for partnership property (Sec. 736(b)), subject
to certain limitations.
The election is made by an agreement as to apportion
ment between the retiring and remaining partners.
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§ 736

Liquidation of Partner’s Interest:
Installment Reporting
Sec. 736
Regs. Sec. 1.736-1(b)(6)

Upon complete liquidation of a partner’s interest in
partnership property (Sec. 736(b)), a partner may elect to
report gain or loss ratably as payments are received. If no
election is made, gain or loss is determined under Sec. 731.
The partner must make the election in his return for the
first taxable year for which he receives such payments. A
statement must be attached to his return indicating the
election and showing the computation of gain included in
gross income.

§ 743

Transfer of Interest: Adjustment to
Basis of Partnership Property
Sec. 743
Regs. Sec. 1.743-1

(See the election under Sec. 754, below.)

§ 754

Partnership Property: Adjustment of Basis
Sec. 754
Regs. Sec. 1.754-1
Proposed Regs. Sec. 1.754-1(b)

A partnership may elect to adjust the basis of partner
ship property under Sec. 734(b) when it makes a distribu
tion, and under Sec. 743(b) when a partnership interest is
transferred. Such an election must apply to both Secs. 734
and 743; it cannot be made with respect to one section and
not the other. The election will apply to all property distri
butions and transfers of partnership interests within the
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partnership taxable year for which the election is made
and to all subsequent taxable years.
The election is made in a statement filed with the part
nership return for the first taxable year to which the elec
tion applies. For the election to be valid, the return must
be filed not later than the time prescribed (including ex
tensions) for filing the return for such taxable year. The
statement should contain the information required by Regs.
Sec. 1.754-1(b). Statements required by Regs. Secs. 1.7341(d) and 1.743-1(b) (3) should also be filed by the part
nership or partners when applicable.
The election may be revoked with permission of the Dis
trict Director. To obtain such permission, an application to
revoke must be filed with the Director no later than 30
days after the close of the partnership taxable year for
which it is to be effective. The application should con
tain the reason for revocation. No application will be ap
proved where the primary purpose of the revocation is to
avoid stepping down the basis of partnership assets.

Partnership Property: Allocation of
Sec. 754 Basis Adjustment

§

754

§ 755

Sec. 755(a)(2)
Regs. Sec. 1.755-1(a)(2)

A partnership (or a partner electing under Sec. 732(d))
may, with permission of the District Director, adjust the
basis of assets under Sec. 734(b) and 743(b) in a manner
other than that prescribed by Regs. Sec. 1.755-1 (a)(1).
This regulation generally provides that if there is an in
crease in basis to be allocated, it can be allocated only to
assets whose values exceed basis and if there is a decrease
in basis to be allocated, it can be allocated only to assets
whose bases exceed their value.
Application for permission to use a different allocation
method must be filed with the District Director no later
than 30 days after the close of the partnership taxable year
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§ 755

§ 761

in which the proposed adjustment is to be made. The ap
plication must describe the proposed adjustments and the
reason their use is desired. The Director may allow an in
crease in basis of some property and a decrease in basis of
other property, but each increase or decrease must reduce
the differences between basis and value, and a satisfactory
showing of values must be submitted.

Partnerships: Exclusion from Subchapter K
Sec. 761(a)
Regs. Sec. 1.761-1(a)(2)(iv)(a)
Proposed Regs. Sec. 1.761-2(b)

Certain unincorporated organizations may elect to be ex
cluded from all tax provisions applicable to partners and
partnerships.
The election can be made for any taxable year in a writ
ten statement attached to a properly executed partnership
return for the year in which the election is applicable.
(See Regs. Sec. 1.761-1 (a) (2) (iv) (a) and Proposed Regs.
Sec. 1.761-2(b) (2) (i).) The return should only contain
the name or other identification and address of the organ
ization.
The proposed regulations indicate that the statement
must be attached to a timely filed return, but that under
certain circumstances, the election will be deemed to have
been made even though the required statement was not
timely filed. (See Proposed Regs. Sec. 1.761-2(b) (ii).)
The election is irrevocable for the year for which made
and all subsequent years as long as the organization re
mains qualified under Regs. Sec. 1.761(a)(2), unless ap
proval for revocation is obtained. Application for permis
sion to revoke the election must be submitted to the Com
missioner no later than 30 days after the beginning of the
first taxable year to which the revocation is to apply.
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Partnerships: Partial Exclusion from Subchapter K
Sec. 761
Regs. Sec. 1.761-1(a)(2)(iv)(b)

Proposed Regs. Sec. 1.761-2(b)

Certain unincorporated organizations may request to be
excluded from certain provisions applicable to partners and
partnerships.
A written request should be submitted to the Commis
sioner no later than 90 days after the beginning of the first
taxable year for which partial exclusion is desired. It should
set forth the specific provisions from which the exclusion
is sought and state that the organization qualifies for the
exclusion.
The exclusion is effective only upon approval by the
Commissioner and is subject to his conditions.
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14

Insurance
Companies

Life Insurance Companies: Transfers of Surplus

§ 815

Sec. 815(d)(1)
Regs. Sec. 1.815-6(a)

A life insurance company may elect to subtract from its
policyholders’ surplus account any amount in such account
as of the close of the taxable year, and pay tax on the
amount subtracted. The balance is then transferred to the
shareholders’ surplus account and is available for dividends.
The election may be made for any taxable year but not
later than the time prescribed for filing the return (includ
ing extensions). The election is made in a statement at
tached to the life insurance company’s tax return for any
taxable year for which the company desires the election to
apply. It should indicate that the election has been made
under Sec. 815(d)(1) for the taxable year and give the
amount to be subtracted from the policyholders’ surplus.
The election, once made, may not be revoked. However,
the election applies only to the year for which made. A
new election must be made for each taxable year for which
the company desires the election.

Life Insurance Companies:
Method of Accounting

§ 818

Sec. 818(a)
Regs. Sec. 1.818-2(a)

A life insurance company may elect a combination of an
accrual method of accounting with any other special meth
od permitted by Chapter 1 of the Code except the cash
method.
14-1

§ 818

The method and scope of the election must be made in
accordance with the specific statutory provisions of those
sections containing such elections (i.e., Sec. 167, Sec. 248,
and so forth) and the regulations thereunder.
Termination of the election is also governed as above.

Life Insurance Companies:
Computation of Reserves
Sec. 818(c)
Regs. Sec. 1.818-4

A company which values reserves on the preliminaryterm basis may elect to revalue on the net level premium
basis, using either the exact or approximate method of re
valuing reserves.
The election is made in a statement attached to the tax
return for the year of election. The return and statement
should be filed not later than the due date (including ex
tensions ). The statement should indicate whether the exact
or the approximate method of revaluation has been adopted.
It should also contain mortality and morbidity assumptions,
interest rates, valuation method used, the amount of re
serves, and insurance in force under all contracts for which
reserves are computed on a preliminary-term basis.
The election is binding for the year of election and for
all succeeding taxable years unless permission to change is
obtained from the Commissioner.

§819

Foreign Life Insurance Companies:
Distribution to Shareholders
Sec. 819(b)(1)
Regs. Sec. 1.819-2(c)

Foreign life insurance companies doing business in the
U.S. may elect alternate methods of determining distri
butions to shareholders as outlined in Sec. 819(b)(1).
The election is made by attaching a statement to the
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tax return for the year for which the election is made. The
return and statement should be filed no later than the due
date of the return (including extensions). The statement
should indicate the method elected, the name and address
of the taxpayer, and should be signed by the taxpayer.
A new election must be made for each year but once
made, is irrevocable.

Life Insurance Companies: Reinsured Policies

819

§ 820

Sec. 820(a)
Regs. Sec. 1.820-2

If both the reinsured and reinsuring companies agree,
policies reinsured under modified co-insurance contracts
may be treated as if reinsured under conventional co-insur
ance contracts.
The election should be made in a statement attached to
the income tax returns of both the reinsured and the re
insurer for the first taxable year to which the consent is to
apply. The taxpayer should include a copy of the original
modified co-insurance contract, a separate schedule of des
ignated items, and any other data necessary for the Com
missioner to ascertain the accuracy of the computations.
The return and statement should be filed no later than
the due date of the return (including extensions).
The election may be terminated only upon the consent
of the Commissioner.

Mutual Insurance Companies: Alternative Tax
Sec. 821(d)

Regs. Sec. 1.821-4(f)

Certain small mutual insurance companies subject to the
alternative tax imposed by Sec. 821 (c) may elect to be sub
ject to the tax imposed by Sec. 821(a). (See Sec. 821(c)(3)
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§ 821

§ 824

for a definition of those mutual insurance companies sub
ject to the alternative tax.)
A statement should be attached to the company’s tax
return for the first taxable year for which the election is to
apply. The statement should give the company’s name and
address and be signed by the taxpayer or a duly authorized
representative. It should be filed not later than the date
prescribed for filing the return (including extensions).
The election is binding for the taxable year for which
made and for all succeeding taxable years unless the Com
missioner consents to a revocation. However, if receipts
from Sec. 822(b) items do not exceed $150,000 for any
taxable year, this election will automatically terminate. If,
in any subsequent taxable year, the company again be
comes subject to the alternative tax imposed by Sec.
821(c), the company must elect again under Sec. 821(d)
to have Sec. 821(a) apply.

Mutual Insurance Companies: Geographical
Areas for Concentrated Risk Premium
Percentage
Sec. 824(a)(2)(A)
Regs. Sec. 1.824-1(a)(3)

A mutual insurance company may make an annual selec
tion of geographical area to be used in determining con
centrated risk premium percentage.
The company makes the election by indicating the geo
graphical area selected in a statement attached to the re
turn for the year to which the election is to apply. The state
ment should include the name and address of the taxpayer
and the computation of the concentrated risk premium
percentage.
Selection of a geographical area is effective only for the
taxable year for which the selection is made. The area se
lected may be changed within the period of limitation
allowed.
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Mutual Insurance Companies:
Protection Against Loss Account
Sec. 824(d)(5)
Regs. Sec. 1.824-3

A taxpayer subject to the tax imposed by Sec. 821(a)
for any taxable year may elect to subtract from its protec
tion against loss account the amount which would other
wise be in that account at the close of the taxable year.
The amount subtracted should be included in the mutual
insurance company taxable income (as defined in Sec.
821(b)) for the taxable year.
The election is made in a statement attached to the tax
payer’s original or amended return for the taxable year for
which such election is to apply. If the election is made in
an amended return, the amended return and statement
must be filed no later than the due date for filing the return
(including extensions) for the taxable year following the
year to which the election is to apply. The statement should
give the name and address of the taxpayer and should be
signed by the taxpayer or a duly authorized representative.
The statement should also indicate that the company has
elected under Sec. 824(d)(5) to reduce the balance of its
protection against loss account to zero as of the close of the
taxable year, and give the amount which would have been
in the account.
The election is effective only for the taxable year for
which the election is made. The company must make a new
election for each taxable year for which the election is to
apply. Once an election has been made for any taxable
year, it may not be revoked.

Insurance Companies: Reciprocal Underwriters
Sec. 826(a)
Regs. Sec. 1.826-1

Except as provided in Sec. 826(c), any mutual insurance
company which is an interinsurer or reciprocal underwriter
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taxable under Sec. 821(a) may elect to limit its deductions
for amounts paid or incurred to its attorney-in-fact to the
deductions of its attorney-in-fact which are allocable to in
come received by the attorney-in-fact from the reciprocal
during the taxable year. In no case may such an election
increase the amount deductible by the reciprocal for
amounts paid or due its attorney-in-fact for the taxable
year. The election, in effect, increases the income of the reci
procal by the net income of the attorney-in-fact attribut
able to its business with the reciprocal. A reciprocal making
the election is allowed a credit for the amount of tax paid
by the attorney-in-fact for the taxable year which is at
tributable to income received by the attorney-in-fact from
the reciprocal.
A statement must be attached to the taxpayer’s income
tax return for the first taxable year for which the election
is to apply. It should be filed not later than the due date for
filing that return (including extensions). The statement
should contain the information called for in Regs. Sec.
1.826-1(e) and (f).
The election is binding for the taxable year for which
made and for all succeeding taxable years, unless the Com
missioner consents to a revocation.
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Regulated
Investment
Companies
and Real Estate
Investment Trusts

Regulated Investment Company:
Election of Status

§ 851

Sec. 851(b)
Regs. Sec. 1.851-2(a)

A corporation may elect to be taxed as a regulated in
vestment company.
The election is made by computing taxable income as a
regulated investment company in the corporation’s return
for the first taxable year for which the election is applicable.
The election, once made, is irrevocable.

Regulated Investment Company:
Foreign Tax Credit

§ 853

Sec. 853(a)
Regs. Sec. 1.853-1, -2, -3, -4
Form 1118

A regulated investment company may elect to attribute
its foreign tax credit to its shareholders, if it can meet the
requirements of Sec. 853(a).
To make the election the company must file as part of its
return for the taxable year Form 1118 modified so that it
becomes a statement in support of the election. It must also
attach a statement with Forms 1099 and 1096 setting forth
the information required in Regs. Sec. 1.853-4.
The election is made for each taxable year and must be
made by the due date of the return (including extensions).
It is irrevocable for the dividend and the foreign taxes paid
with respect thereto, to which the election applies.
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§ 855

Regulated Investment Company:
Timing of Dividends Paid
Sec. 855(a)
Regs. Sec. 1.855-1

A dividend declared by a regulated investment company
before the due date of its return (including extensions)
for a taxable year may, to the extent the company elects,
be treated as having been paid during that taxable year. The
election is applicable only if the dividend is distributed in
the year following such taxable year and not later than the
date of the first regular dividend payment made after such
declaration.
The election is made in the return filed by the company
for the taxable year. In computing its investment taxable
income, the company should treat the dividend (or portion
thereof) to which such election applies as a dividend paid
during the taxable year. If the dividend (or portion there
of) to which such election applies is to be designated by the
company as a capital gain dividend, the election is made
by treating the dividend as a capital gain dividend paid
during the taxable year.
This is an annual election and is irrevocable after the
time for filing the return has expired.

§ 856

Real Estate Investment Trust:
Election of Status
Sec. 856(c)
Regs. Sec. 1.856-2(b)

A trust or association may elect to be taxed as a real
estate investment trust.
The trust makes the election by computing its taxable
income as a real estate investment trust for the first tax
able year for which it desires the election to apply.
The election, once made, is irrevocable.
15-2

Real Estate Investment Trust:
Timing of Dividends Paid

§ 858

Sec. 858(a)(2)
Regs. Sec. 1.858-1(b)

Dividends declared by a real estate investment trust be
fore the due date of its return (including extensions) for
a taxable year may be considered as having been paid dur
ing that taxable year. The election is applicable only if the
dividend is distributed in the year following such taxable
year and not later than the date of the first regular dividend
payment made after such declaration.
The election is made in the return filed by the trust for
the taxable year. In computing its investment taxable in
come, the trust should treat the dividend (or portion there
of) to which such election applies as a dividend paid dur
ing the taxable year. If the dividend (or portion thereof)
to which such election applies is to be designated by the
trust as a capital gain dividend, the election is made by
treating the dividend as a capital gain dividend paid dur
ing the taxable year.
This is an annual election and is irrevocable after the time
for filing the return has expired.
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Tax Based
on Income From
Sources Within
or Without the U.S.

Nonresident Aliens: Real Property Income

§ 871

Sec. 871(d)

A nonresident alien may elect to treat all gains, profits,
and income derived during the taxable year from real prop
erty or an interest in real property located in the U.S. as
income effectively connected with a U.S. business for such
taxable year. (See Sec. 871(d) for types of real property
income which qualify.)
The election may be revoked only with the consent of
the Commissioner and remains in force until revoked. Once
revoked, a new election may not be made before the fifth
taxable year after the year of revocation unless the Secre
tary or his delegate consents to a new election.

§ 882

Foreign Corporations: Effectively
Connected Income
Sec. 882(c)(2)
Regs. Sec. 1.882-3, -4

A nonresident foreign corporation may elect to be taxed
on a net basis under Sec. 11 on income effectively con
nected with the conduct of a trade or business within the
U. S.
To make the election the corporation should file Form
1120-F by June 15 pursuant to a tax convention. The in
come subject to tax shall be computed pursuant to Regs.
Sec. 1.882-3(a)(2).
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Foreign Corporations: Real Property Income
Sec. 882(d)(1)

A foreign corporation which during the taxable year
derives any income from real property located in the U.S.
or from any interest in that real property, may elect, for
that taxable year, to treat all such income as income effec
tively connected with the conduct of a trade or business
within the U.S. In such case, such income will be taxable
as provided in Sec. 882(a)(1) whether or not the cor
poration is engaged in trade or business within the U. S.
during the taxable year.
The statute provides that election may be made only in
the manner and at the time prescribed by regulations, but
to date, the regulations are silent on this point.
This election, once made, remains in effect for all subse
quent taxable years unless revoked with the consent of
the Commissioner. Once the election has been revoked, a
new election may not be made before the fifth taxable year
after the year of revocation is effective, unless the Secre
tary or his delegate consents to a new election.

§ 901

Foreign Income: Foreign Tax Credit
Sec. 901(a)
Regs. Secs. 1.901-1,1.905-2
Forms 1116, 1118

U. S. citizens, domestic corporations, and certain resident
aliens may elect to claim foreign taxes as a credit against
U.S. income taxes in lieu of deducting them from gross in
come. The election is not available to individuals electing
the optional tax under Sec. 3, the standard deduction under
Sec. 144, or to a regulated investment company electing the
provisions of Sec. 853.
The credit is elected on Form 1116 in the case of an indi
vidual or on Form 1118 in the case of a corporation. The
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appropriate form must be attached to the income tax return for the taxable year to which the election applies. (See
Regs. Sec. 1.905-2.)
This is an annual election. It may be changed as long as
the time for filing a claim for refund under Sec. 6511(a)
(including extensions under Sec. 6511(c)) has not expired.
(See Regs. Sec. 1.901-1 (d).)

§ 901

Foreign Income: Deemed Tax Credits

§ 902

Sec. 902
Regs. Secs. 1.902-3(c)(5); 1.964-1

To compute its foreign taxes deemed paid, a domestic
corporation which owns at least 10 per cent of the voting
stock of a first-tier foreign corporation may elect to deter
mine the earnings and profits of that foreign corporation on
substantially the same basis as a domestic corporation un
der Regs. Sec. 1.964-1 exclusive of paragraphs (d) and (e).
The controlling U. S. shareholders of the foreign corpora
tion make the election by filing a written statement to that
effect with the Director of International Operations. The
statement shall be filed within 180 days after the close of
the first taxable year of the foreign corporation during
which such shareholders receive a distribution of earnings
and profits for which the deemed foreign tax credit is
claimed.
The election is effective only for the taxable year for
which made. Once made, it can only be revoked with the
consent of the Commissioner.

Foreign Income: Limitation on Tax Credit

§ 904

Sec. 904(a)(2)
Regs. Sec. 1.904-1(b), (d), (e)
Forms 1116,1118

A taxpayer may elect to determine the maximum for
eign tax credit allowable under the overall limitation of
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§ 905

Sec. 904(a) (2) rather than under the “per-country” limit
ation of Sec. 904(a)(1). If a taxpayer does not elect the
overall limitation, the per-country limitation will govern.
The initial election is made by checking the appropriate
block of Form 1116 in the case of an individual or Form
1118 in the case of a corporation. The form should be at
tached to the income tax return for the taxable year to
which the election applies. The overall limitation may be
elected or changed to at any time within the period for
claiming a refund for that year.
An election of the overall limitation will remain in effect
for all subsequent years unless it is revoked. The election
may be revoked without the consent of the Commissioner
if the revocation applies to the year of initial election and
is made before the expiration of the period for claiming a
refund for that year. For years after the first year of the
election, the consent of the Commissioner is required for
revocation.
Election after revocation. Where a taxpayer has revoked
the overall limitation for his first year of use he may later
make a new election of the overall limitation without ob
taining the Commissioner’s consent. However, revocation
for years other than the first year will preclude a re-election
of the overall limitation without the Commissioner’s consent.

Foreign Income: Time to Claim Tax Credit
Sec. 905(a)
Regs. Sec. 1.905-1
Forms 1116, 1118

A taxpayer may elect to take the foreign tax credit in
the year that the foreign tax accrued, irrespective of the
taxpayer’s method of accounting.
The initial election must be made on Form 1116 in the
case of an individual or on Form 1118 in the case of a cor
poration. The form should be attached to the income tax
return for the taxable year to which the election applies.
An election to claim the foreign tax credit on the accrual
basis is binding on all subsequent years.
16-4

905

Foreign Income: Tax Credit on U. K. Royalties
Sec. 905(b)
Regs. Sec. 1.905-5

A taxpayer who has received a royalty derived from
sources within the United Kingdom is deemed to have paid
United Kingdom taxes with respect to the royalty (includ
ing the amount by which the payor’s United Kingdom tax
was increased by inability to deduct such royalty) if the
taxpayer elects to include in his gross income the amount
of the United Kingdom tax.

§ 953

Controlled Foreign Corporations:
Life Insurance Taxable Income
Sec. 953(b)
Regs. Sec. 1.953-4(c)(2)

For purposes of determining taxable income, certain con
trolled foreign corporations can elect to determine in the
manner prescribed by Sec. 818(c) the amount of reserves
taken into account as life insurance reserves with respect
to contracts for which reserves are computed on a pre
liminary term basis.
(See the election under Sec. 818(c), page 14-2, for time,
manner, and scope of election.)

Controlled Foreign Corporations:
Determination of Qualified Investment in LDC
Sec. 955(b)(3)
Regs. Secs. 1.955-3,1.954-5(b)

A U.S. shareholder of a controlled foreign corporation
may elect to treat the change in the controlled foreign cor16-5

§ 955

§ 955

§ 962

poration’s qualified investments in a less developed country
as a change of the current taxable year even though the
change occurs in the following taxable year. (See Regs.
Sec. 1.954-5(b) (2) for special rules for election with re
spect to the first taxable year of the U. S. shareholder.)
Election without consent. To make the election without
consent, the U. S. shareholder should file a statement indi
cating his election for the first year in which or with which
the taxable year of the controlled foreign corporation ends
and for which year the foreign base company income was
excluded because of re-investment in a less developed
country. The statement should include the name, address,
and first taxable year of the controlled foreign corporation.
Election with consent. An election may be made at any
time with the Commissioner’s consent. To obtain consent,
an application should be mailed to the Commissioner prior
to the close of the controlled corporation’s first year for
which the election is to be effective. The application should
include the information called for in Regs. Sec. 1.955-3
(b)(2).
Once the election is made, changes in investments in a
less developed country for a taxable year will be deter
mined by comparing the current year with the following
year instead of with the preceding year. The election will
remain in force unless revoked with the approval of the
Commissioner. The application for revocation must be
filed before the close of the taxable year of the corpora
tion for which it is to be effective. In addition to the rea
sons for revocation, the request should include all the in
formation called for in Regs. Sec. 1.955-3(c) (3).

Controlled Foreign Corporations:
Limitation of Tax for Individuals
Sec. 962
Regs. Sec. 1.962-1, -2

A U.S. shareholder (individual, trust, or estate) may
elect to be subject to tax at corporate rates on the undis
tributed income and earnings of a controlled foreign cor16-6

poration attributed to him, and to obtain the benefits of a
credit for foreign taxes paid with respect to these amounts.
The election is made by filing a statement with the re
turn for the taxable year for which the election is made.
The statement should include the information called for
in Regs. Sec. 1.962-2(b).
This is an annual election. Once made for a particular
year, it cannot be revoked unless the Commissioner ap
proves. The election will be applicable to all controlled
foreign corporations having undistributed income includ
ible in the individual’s income. The Commissioner’s ap
proval for revocation will not be granted unless a material
and substantial change in circumstances occurs which
could not have been anticipated when the election was
made. The application for consent to revocation should
contain a statement of the facts upon which such share
holder relies in requesting such consent.

§ 962

Controlled Foreign Corporations:
Exclusion of Subpart F Income

§ 963

Sec. 963(a)
Regs. Sec. 1.963-1

A domestic corporation which is a U. S. shareholder of a
controlled foreign corporation can elect not to include in
its gross income the subpart F income of the controlled for
eign corporation if it receives a minimum distribution from
the earnings and profits of the controlled foreign corpora
tion. (See page 16-8 for methods of exercising this election.)
In order to exclude subpart F income for any year, a
corporate U.S. shareholder must:
1. Make the election before the due date of its return
(including extensions);
2. Receive distributions described in Regs. Sec. 1.9633(a) sufficient in amount to constitute a minimum distri
bution (see the election under Regs. Sec. 1.963-3(g), page
16-10);
3. Incur, in the case of a chain or group election, income
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tax on the minimum distribution sufficient to satisfy Regs.
Sec. 1.963-4(a); and
4. Consent to the regulations under Sec. 963. Making
the election will be deemed to constitute consent.
The election is made in a statement filed with the return
for the year of the election containing the information
called for in Regs. Sec. 1.963-1(c) (2).
This election is effective only for the taxable year for
which made. It is irrevocable unless reasonable cause can
be shown to the Commissioner. (See Regs. Sec. 1.963-1(c)
(3) (ii) (b) for a definition of reasonable cause.) The U.S.
shareholder may revoke or modify its election only once for
any taxable year and then only at a time prior to the expira
tion of the statute of limitations for that year and for any
subsequent years affected by the revocation or modification.

Controlled Foreign Corporations:
Method of Exclusion of Subpart F Income
Sec. 963
Regs. Sec. 1.963-1(c)

A corporate U. S. shareholder may exercise the election
to secure an exclusion under Sec. 963 (see above) either
(1) separately with respect to any foreign corporation
(first-tier); (2) separately with respect to the foreign cor
poration or corporations in a series, except to the extent
of any interest with respect to which an election has other
wise been made (chain); or (3) with respect to all foreign
corporations (group).
An election to secure an exclusion under Sec. 963 and
the consent to the regulations under that section should be
made for a taxable year by filing a statement with the

return for that taxable year. It should confirm that the elec
tion is made for that taxable year and also list, for each
such foreign corporation to which the election applies, the
taxable year, country of incorporation, earnings and profits,
foreign income tax taken into account under Regs. Sec.
1.963-2(e), and the outstanding capital stock. In the case of
a group election, it is necessary to supply the names of all
16-8

foreign corporations excluded from the group and identify
ing characterizations for all foreign branches included in,
and excluded from, the group, together with the authority
for such exclusion or inclusion. It will also be necessary to
include any other information that the Commissioner may
prescribe by instructions or schedules.
An election of a method of exclusion under Sec. 963
shall be effective only for the year in which made and can
not be changed except upon a showing of reasonable cause
to the Commissioner. The U.S. shareholder may modify its
election only once for any taxable year, and then only at a
time prior to the expiration of the statute of limitations.

Controlled Foreign Corporations:
Subcomposition of a Group
Sec. 963(c)(4)
Regs. Sec. 1.963-1(f)(2), (3), (4)

Where a group election has been made under Sec.
963(a)(3), the U.S. shareholder may elect to do any or
all of the following:
1. It may exclude all less developed country corpora
tions from the group, but only if there is no direct owner
ship through such corporation of another controlled foreign
corporation which is not a less developed country cor
poration.
2. It may exclude from the group any foreign corpora
tion whose earnings and profits are blocked by currency or
other restrictions imposed under the laws of any foreign
country.
3. It may include in the group all its branches in foreign
countries. It may also include, if certain requirements are
met, all its branches in Puerto Rico and U. S. possessions
as though they were wholly owned foreign subsidiaries dis
tributing all of their earnings.
(For the time and manner of electing and for modifica
tions of this election, see the previous election concerning
the exclusion of subpart F income, under Regs. Sec. 1.9631(c).)
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§ 963

Controlled Foreign Corporations:
Extended Distribution Period
Sec. 963(e)(1)
Regs. Sec. 1.963-3(g)

For a year for which an election to secure the exclusion
under Sec. 963 is made, a U. S. shareholder may elect to
have counted toward the minimum distribution a distribu
tion received within 180 days after the close of the year.
The U. S. shareholder makes the election in a statement
filed with its return designating the day elected as the end
of the distribution period. The designated day can be no
later than the 180th day after the close of the taxable year.
This election is effective only with respect to the taxable
year for which made.

§ 964

Controlled Foreign Corporations: Computation
of Historical Costs
Sec. 964
Regs. Sec. 1.964-1(b)(2), (c)(3), (c)(7)

In computing its earnings and profits, a controlled foreign
corporation may elect to determine the historical cost of
assets acquired during a taxable year beginning before
January 1, 1963 in accordance with the dates and rules in
Regs. Sec. 1.964-1(b) (2) rather than at the date they were
acquired.
The election is made in the form of a written statement
filed with the Director of International Operations and must
meet the requirements of Regs. Sec. 1.964-1(c) (3) and
(4). The election is made for the first taxable year begin
ning after 1962 in which the foreign corporation is a con

trolled foreign corporation or has a deficit in earnings and
profits sought to be taken into account. (See Regs. Sec.
1.964-1(c) (6) for special rules relating to the time for
making the election.)
The election, once made, may not be revoked or modified
unless the consent of the Commissioner is secured (Regs.
Sec. 1.9644(c)(7)).
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Controlled Foreign Corporations:
Method of Accounting
Sec. 964(a)
Regs. Sec. 1.964-1(c)(2)

For the first taxable year beginning after 1962, in which
a foreign corporation is a controlled foreign corporation or
has a deficit in earnings and profits sought to be taken into
account under Sec. 952(d), it may adopt any method of
accounting or election allowable. This will be so even
though in previous years its earnings and profits were com
puted, or its books or financial statements prepared, on a
different basis, and even though such election is required
to be made in a prior taxable year.
The election is made for the first taxable year beginning
after 1962 in which the foreign corporation is a controlled
foreign corporation or has a deficit in earnings and profits
sought to be taken into account. The election is made in
the form of a written statement filed with the Director of
International Operations and must meet the requirements
of Regs. Sec. 1.964-1(c) (3) and (4). This statement should
be filed within 180 days after the close of the taxable year
to which the election is to apply. (See Regs. Sec. 1.964-1
(c)(6) for special rules relating to the time for making
the election.)
The election, once made, may not be revoked or modified
unless the consent of the Commissioner is secured (Regs.
Sec. 1.964-1 (c)(7)).

Controlled Foreign Corporations:
Rights of Minority Stockholders
Sec. 964(a)
Regs. Sec. 1.964-1(c)(4)

In certain instances minority shareholders will not be
bound by the action taken by the controlling U. S. share
holders in the computation of the earnings and profits of
the foreign corporation to the extent it affects their tax
liability unless they assent to such treatment.
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Assent by these minority U. S. shareholders to actions
taken by the controlling U. S. shareholders may be given
at any time, but not later than 90 days after the share
holder is first informed of such action by the Director of
International Operations. The minority shareholder can
signify his assent by filing a written statement with the
Director of International Operations. The statement should
include the name and country of organization of the foreign
corporation, his own name, address, and stock interest in
the corporation, the nature of the action being assented to,
and any other required information.

Controlled Foreign Corporations:
Translation of Cost of Sales into Dollars
Sec. 964(a)
Regs. Sec. 1.964-1(d)(1)(ii)(c)

Amounts representing items of inventory included in the
closing inventory balance may be translated into U. S. dol
lars at the year-end exchange rate even though not written
down to market value. Normally these goods would be
translated into dollars at the appropriate exchange rate for
the translation period in which the historical cost of these
goods was incurred. (See Regs. Sec. 1.964-1(c) (3) for time
and manner of electing.)
Once the year-end rate is so employed, translation may
not be made for subsequent years at the appropriate ex
change rate for the translation period in which the his
torical cost of the items of inventory was incurred unless
the permission of the Commissioner is secured.

Controlled Foreign Corporations: Translation of
Prepaid Expenses or Income into Dollars
Sec. 964(a)
Regs. Sec. 1.964-1(d)(1)(iv)

Amounts representing expenses or income paid or re
ceived in a prior taxable year are generally translated at
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the appropriate exchange rate for the translation period
during which they were paid or received. However,
amounts representing prepaid income or expenses may,
alternatively, be translated at the year-end rate. (See Regs.
Sec. 1.964-1(c)(3) for time and manner of electing.)
Once the year-end rate is employed, translation may not
be made for the subsequent taxable year at the exchange
rate for the period of payment or receipt unless the permis
sion of the Commissioner is secured.

Controlled Foreign Corporations:
Appropriate Exchange Rate
Sec. 964(a)
Regs. Sec. 1.964-1(d)(2)

A special monthly exchange rate (Regs. Sec. 1.964-1(d)
(2) (ii)) may be elected for the purpose of translating the
income statement into U. S. dollars in lieu of using the ap
propriate exchange rate (Regs. Sec. 1.964-1(d) (2) (i))
arrived at by using a simple or weighted average.
The election can be made with respect to any translation
period for any taxable year of the foreign corporation after
1962. To be eligible for the election, the closing rate for any
calendar month within the translation period cannot have
varied more than three percent from the closing rate of the
preceding calendar month. If this requirement is met, then
an exchange rate may be chosen which does not vary by
more than three percent from the closing rate for any cal
endar month ending with or within the translation period.
(See Regs. Sec. 1.964-1 (c)(3) and (6) for time and man
ner of making the election.)

The election is effective only with respect to the trans
lation period for which it is made. Once made, it is irre
vocable with respect to that period unless the Commissioner
consents to revocation. (See Regs. Sec. 1.964-1 (c)(7).)
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§ 964

Controlled Foreign Corporations:
Translation Period for Conversion to Dollars
Sec. 964(a)
Regs. Sec. 1.964-1(d)(6)

In general, the translation period for converting foreign
currency into dollars is a taxable year. However, in the
event of currency fluctuations, the foreign corporation may
elect to divide the taxable year into groups consisting of
calendar months or consecutive calendar months as speci
fied in the election. Each such group will constitute a sepa
rate translation period.
This election may be made for any taxable year of the
foreign corporation beginning after 1962. (For time and
manner of electing see Regs. Sec. 1.964-1(c) (3) and (6).)
Such election shall be effective only with respect to the
taxable year for which it is made. Once made, the election
is irrevocable with respect to that year unless the Com
missioner consents to revocation. (See Regs. Sec. 1.9641(c)(7).)

Controlled Foreign Corporations:
Determination of Earnings and Profits
Sec. 964(a)
Regs. Sec. 1.964-1(f)

An election can be made to determine the earnings and
profits of a foreign corporation for a taxable year exactly
as if it were a domestic corporation provided its books of
account regularly maintained for the purpose of accounting
to its shareholders are kept in U. S. dollars and in accord
ance with accounting principles generally accepted in the
U. S.
The election is made in the form of a written statement
filed with the Director of International Operations and
must meet the requirements of Regs. Sec. 1.964-1(c) (3)
and (4). This statement should be filed within 180 days
after the close of the taxable year for which the election
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is to apply. (See Regs. Sec. 1.964-1(c)(6) for special rules
relating to the time for making the election.)
Such election shall be effective only for the taxable year
with respect to which the election is made. The election,
once made, may not be revoked or modified unless the
consent of the Commissioner is secured (Regs. Sec. 1.9641(c)(7)).

§ 970

Export Trade Corporations: Determining
Investment in Export Trade Assets
Sec. 970(c)(4)
Regs. Sec. 1.970-2
Form 3646

In lieu of determining the changes in a controlled foreign
corporation’s investments in export trade assets for a tax
able year, based upon a comparison of the opening and
closing yearly balances, the U. S. shareholder may elect
to determine such increase or decrease as of the 75th day
after the close of the taxable year. In the case of export
trade assets which are facilities, the change in such corpo
ration’s investments which are facilities may be determined
either as of the close of such corporation’s following taxable
year or under the 75-day rule above.
Election without consent. A U. S. shareholder may make
either or both elections without the consent of the Commis
sioner by filing a statement with his return for his taxable
year in which or with which ends the first taxable year of
the controlled foreign corporation in which such share
holder owns 10 percent or more of the total combined
voting power of all classes of stock, and such corporation
realizes subpart F income which is reduced because it is
an export trade corporation. The statement should contain
the information called for in Regs. Sec. 1.970-2(b) (1).
Election with consent. An application for consent to elect
should be made by the U. S. shareholder in a letter to the
Commissioner mailed before the close of the first taxable
year of the controlled foreign corporation with respect to
which the shareholder desires to determine an exclusion
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§ 972

under Sec. 970(a). The application should include all the
information called for in Regs. Sec. 1.970-2(b) (2).
Unless the election is revoked or the U. S. shareholder
disposes of his stock, an election made under this section
will apply to the year for which made and to all following
years. To revoke the election, an application for revocation
should be mailed to the Commissioner before the close of
the first taxable year of the controlled foreign corporation
to which the revocation is to apply. The application should
contain all the information called for in Regs. Sec. 1.970-2
(c) (3) (ii). Approval will not be granted unless the tax
payer and the Commissioner agree to terms, conditions, and
adjustments for the revocation.

Export Trade Corporations: Election to
Consolidate Group
Sec. 972

Regs. Sec. 1.972-1

One or more U. S. shareholders owning more than 50
percent of the voting stock of an export trade corporation
which is the top-tier corporation in a chain of export trade
corporations may elect to consolidate the chain and treat
it as a single export trade corporation.
Initial election without consent. An election to consoli
date may be made without the Commissioner’s consent if
each of the export trade corporations to be included in the
consolidation is using the same taxable year and has the
same elections under Sec. 970(c)(4) and Regs. Sec.
1.970-2 in force, or not in force.
The election is made at the time of filing the sharehold
ers’ returns for the taxable year in which or with which ends
the first taxable year of the top-tier corporation to which
the election applies. Each U. S. shareholder making the
election should attach a statement to his return providing
the information called for by Regs. Sec. 1.972-1 (a)(4).
Initial election with consent. The Commissioner’s con
sent will be required to make the election if each of the
export trade corporations in the chain of corporations does
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not use the same taxable year or does not have the same
elections under Sec. 970(c)(4) and Regs. Sec. 1.970-2 in
force, or not in force.
As a prerequisite to consent, each export trade corpora
tion in the chain will have to adopt a common taxable year,
and make the same elections under Sec. 970(c)(4) and
Regs. Sec. 1.970-2(c) (4). In addition, the electing share
holders and the Commissioner must agree on terms, con
ditions, and adjustments under which the consolidation is
to be effected. An application for consent should be filed
before the close of the first taxable year of the top-tier cor
poration with respect to which the electing shareholders
desire to make the consolidation.
The election to consolidate, once made, is binding for
all subsequent years unless it is terminated. The Commis
sioner’s permission to terminate the election may be ob
tained by filing an application in accordance with Regs.
Sec. 1.972-1 (a)(6). Permission to terminate will only be
granted subject to agreement upon terms, conditions, and
adjustments. The election may in certain instances termi
nate automatically. This will occur when:
1. A corporation previously included in the consolidation
ceases to qualify as an export trade corporation or for in
clusion in the group, or
2. A corporation for the first time qualifies as a second- or
third-tier corporation in the group but does not have the
same elections under Sec. 970 or the same taxable year as
the top-tier corporation.

972

Note: After a termination has occurred, a re-election can
only be made with the Commissioner’s consent. (Regs.
Sec. 1.972-1 (a) (7).)

§ 981

Foreign Community Property: Allocation
of Income
Sec. 981

A nonresident U. S. citizen married to a nonresident alien
spouse may elect together with his spouse to avoid U. S.
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tax on income attributable to the alien spouse from foreign
community property. If the election is made, the couple’s
community income will be treated as follows:
1. Earned income (other than trade, business, or part
ner’s distributive share) is treated as income of the
spouse rendering the services.
2. Trade, business, or partnership income is treated as
the income of the spouse exercising management
control.
3. Income from separate property is treated as the in
come of the spouse owning the property.
4. All other community income is treated as provided
under foreign community property law.
The election may be made at any time while such year
is still open. Regulations regarding this section have not
been issued to date. However, prerequisite to the election
is the establishment that the individual is a U. S. citizen
and married at the taxable year-end to one who is a non
resident alien during the entire taxable year.
The election is binding for the year of election and for
all subsequent years unless the Commissioner consents to
a termination.
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17

Gain or Loss
on Disposition
of Property

§ 1012

Regulated Investment Company Stock: Basis
Sec. 1012
Regs. Sec. 1.1012-1(e)

Where shares of stock of a regulated investment com
pany have been left by a taxpayer in a custodial account
maintained for periodic acquisition and redemption of
such shares, the taxpayer may elect to use the “average
basis” method of determining the cost of shares upon their
disposal. (For determination of “average basis” see Regs.
Sec. 1.10124(e)(2).)
The election is made by indicating on the return to which
the election is applicable that an “average basis” has been
used to determine gain or loss on the sale or transfer of
shares. The election can be made for any year for which it
is to apply within the time for filing the return (including
extensions) for that year. It is incumbent upon the tax
payer to maintain the necessary records to substantiate the
“average basis.” This election, once made with respect to
any such shares held in any such account, will apply to all
other such shares in such account and to all other such
shares in all other custodial accounts with exceptions as
specified in Regs. Sec. 1.1012-1(e)(1)(ii). (For specific de
tails as to how this election is made and its effects, see Regs.
Sec. 1.10124(e)(6).)
This election may not be revoked without the prior con
sent of the Commissioner.
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§ 1033

Involuntary Conversions: Treatment of Gain
Sec. 1033(a)(3)(A)
Regs. Sec. 1.1033(a)-2

A taxpayer can defer the recognition of gain on an in
voluntary conversion by not including in gross income for
the year the gain realized from the conversion. If the tax
payer so chooses, the gain will be recognized only to the
extent that it exceeds the cost of replacement property pur
chased by the taxpayer within the required time period.
While nonrecognition is elected by not reporting the
gain, the taxpayer should report all the details of the con
version in the year in which any gain is realized. If the
election is made but the converted property is not replaced
within the required period of time, or if it is replaced at a
cost less than the amount of gain, or if a decision is made
not to replace the property, then the taxpayer must file
an amended return with a recomputed tax for the year in
which the gain was realized.

§ 1034

Replacement of Residence:
Basis of New Residence
Sec. 1034(g)
Regs. Sec. 1.1034-1(f)
Form 2119

By filing a consent, a married couple may obtain the
benefits of nonrecognition of gain on disposition of an old
residence, even though their new residence is not owned
by them in the same ownership proportions as their old
residence. Both the old residence and the new residence
must be the couple’s principal residence.
To make the election, the taxpayer and his spouse should
file a consent on Form 2119 with their income tax return
for the year in which the gain on the sale of the old resi
dence is realized.
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1034

Condemnation: Treatment as Sale
Sec. 1034(i)(2)
Regs. Sec. 1.1034-1(h)(2)

A taxpayer may elect to treat a condemnation, or a sale
or exchange under threat of condemnation, of a personal
residence as a sale governed by Sec. 1034 rather than as an
involuntary conversion under Sec. 1033.
To make the election, the taxpayer should attach a state
ment to his income tax return for the taxable year in which
disposition of the old residence occurs. The statement
should indicate that the taxpayer is making an election
under Sec. 1034(i)(2) to treat the disposition of his old
residence as a sale. In addition, the statement should con
tain the information called for by Regs. Sec. 1.1034-1(h)
(2) (iii).
Once made, this election is irrevocable.

Sale of Low-Income Housing:
Nonrecognition of Gain

§ 1039

Sec. 1039

Regs. Sec. 1.1039-1(b)(4)

In the case of an approved disposition of a qualified
housing project, the taxpayer may elect to have any gain
realized on the disposition deferred and reduced by the
basis of the new project by reinvesting the sale proceeds in
construction, reconstruction, or acquisition of another quali
fied housing project within a prescribed time period.
The election is made by attaching a statement to the
return for the taxable year in accordance with Regs. Sec.
1.1039-1(b) (4) (iii). The election must be made not later
than the time for filing the return for the taxable year of
the election (including extensions).
Generally, the election may not be revoked without the
consent of the Commissioner.
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§ 1071

Sales to Effectuate FCC Policy:
Treatment as Involuntary Conversion
Sec. 1071(a)
Regs. Sec. 1.1071-1, -2, -3, -4

A taxpayer may elect to treat a sale or exchange of prop
erty, including stock in a corporation, to effectuate FCC
policy as an involuntary conversion under Sec. 1033. (Also
see the following election.)
The election is made in a written statement (in dupli
cate) which is attached to the tax return for the taxable
year in which the sale or exchange occurs. Where possible,
the FCC certificate required by Regs. Sec. 1.1071-1 should
be attached to the statement.
The election is binding for the taxable year in which
the sale or exchange occurs and for all subsequent years.

Sales to Effectuate FCC Policy:
Nonrecognition of Gain
Sec. 1071(a)
Regs. Sec. 1.1071-1, -2, -3, -4

Where FCC policy necessitates the sale or exchange of
certain property the taxpayer may elect to avoid recognition
of gain on the sale. This can be accomplished by reducing
the basis of certain property owned by the taxpayer by the
amount of gain realized on the sale to the extent it was
not treated as an involuntary conversion (Regs Sec.
1.1072-2).
The election is made in a written statement (in dupli
cate) which is attached to the tax return for the taxable
year in which the sale or exchange occurs. Where possible,
the FCC certificate required by Regs. Sec. 1.1071-1 should
be attached to the statement. Note: This election may be
exercised either independently or in conjunction with the
previous election above.
The election is binding for the taxable year in which the
sale or exchange occurs and for all subsequent years.
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Sales in Obedience to SEC Orders:
Nonrecognition of Gain
Sec. 1081(b)
Regs. Sec. 1.1081-4
Form 982A

Certain corporations may elect to have the gain on the
sale or exchange of property in obedience to an SEC order
not recognized but instead applied to reduce the basis of
other property in accordance with Sec. 1082(a)(2) and
Regs. Sec. 1.1082-3.
To qualify for the benefits of Sec. 1081(b), the corpora
tion must file a consent to have the basis of its property
adjusted under Sec. 1082(a)(2). The consent should be
made on Form 982A and attached to the corporation’s tax
return for the taxable year in which the transfer occurs.
Permanent records of the transaction must be kept as out
lined in Regs. Sec. 1.1081-11(h).
Once made, the election is irrevocable.
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18

Capital Gains
and Losses

§ 1237

Real Property: Subdivided and Improved
Sec. 1237(b)(3)(c)
Regs. Sec. 1.1237-1(c)(5)

If a taxpayer meets certain requirements he may elect
neither to adjust basis for, nor to deduct as expense, the
cost of specified improvements to subdivided real property
and thus obtain capital gain treatment on a sale that other
wise would produce ordinary income. Before the option is
available, the taxpayer must satisfy the conditions stipu
lated in Regs. Sec. 1.1237-1(c)(5)(i).
The election is made by filing a statement in accordance
with Regs. Sec. 1.1237-1(c) (5) (iii) with the tax return for
the taxable year in which lots subject to the election were
sold.
Once made, the election is irrevocable.

§ 1247

Foreign Investment Companies: Current
Distribution of Income
Sec. 1247(a)
Regs. Secs. 1.1247-1; 1.951-2
Form 2438

A registered foreign investment company may elect to
distribute 90 percent or more of its annual income to its
shareholders and thus enable qualified shareholders to
avoid ordinary income treatment of the gain from sale or
exchange of foreign investment company stock (as required

by Sec. 1246(a)).
The election must have been made prior to December 31,
1962 by a letter of information to the Director of Inter
national Operations setting forth information required by
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Regs. Sec. 1.1247-1(c)(2). Thereafter, the company must
maintain records and file annual information returns on
Forms 1120 and 2438 as specified in Regs. Sec. 1.1247-5.
Termination of the election will occur if the company
fails to comply with the provisions of Sec. 1247(a)(1),
unless reasonable cause is shown or if any one of the items
outlined in Regs. Sec. 1.1247-1(d) occurs.

Foreign Investment Companies:
Foreign Tax Credit
Sec. 1247(f)

Regs. Sec. 1.1247-4
Form 1118

If an election to distribute income currently (see the
preceding election) is in force, certain foreign investment
companies may also elect to compute taxable income with
out deducting foreign taxes and to treat foreign taxes as
distributed to its shareholders. The shareholders in turn
will include their proportionate share of such taxes in in
come and may claim either a foreign tax credit or a de
duction.
The election is made by filing Form 1118 as part of the
information return required by Regs. Sec. 1.1247-5. The
election applies to all foreign taxes referred to in Regs.
Sec. 1.1247-4(a) (2) which were paid during the taxable
year. The election must be made on or before the 15th day
of the third month following the close of the taxable year.
The election under Sec. 1247(f) is made annually and
once made it is irrevocable for the year to which it applies.

§ 1251

Farmers: Excess Deductions Account
Sec. 1251(b)(4)
Regs. Sec. 1.1251-2(d)(1)

In lieu of maintaining an excess deductions account, a
farmer may elect to compute his farm income by using
inventories and by charging to a capital account certain
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capital charges which he might otherwise treat or elect to
treat as deductions.
An election under this section must be made in a state
ment attached to a timely filed return (including exten
sions) for the taxable year to which it is to apply. Note:
If this election necessitates an accounting method change,
such change will be considered a change not initiated by
the taxpayer, for purposes of Sec. 481(a)(2). However,
if a change of accounting method is necessary, the taxpayer
should file Form 3115.
This election is binding upon the taxpayer for the year
of election and for all subsequent years. It may not be re
voked without the consent of the Commissioner.

1251

Franchises: Contingent Payments by Franchisee

§ 1253

Sec. 1253(d)

Buyers of franchises purchased prior to January 1, 1970
may elect to treat contingent payments made after 1969 as
deductible trade or business expenses under Sec. 162 for a
period of ten years (i.e., for payments made in taxable
years ending after December 31, 1969 and beginning be
fore January 1, 1980). Payments made after that date with
respect to transfers made before 1970 will revert to treat
ment under the law prior to the Tax Reform Act of 1969.
The manner and time for making this election is to be
prescribed by regulations.
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19

Readjustment of
Tax Between Years
and Special
Limitations

§ 1304

Income Averaging
Sec. 1304(a)
Regs. Sec. 1.1304-1
Schedule G, Form 1040

Individuals may elect the benefits of income averaging
if they can meet the conditions set forth in Sec. 1303. How
ever, if the taxpayer elects income averaging, several other
provisions are inapplicable including the alternative cap
ital gains tax and the maximum tax on earned income. (See
Sec. 1304(b).)
The election is made annually by filing an original (or
amended) Form 1040 with Schedule G attached.
The taxpayer may change his election any time before
the expiration of the period (including extensions) set
forth in Sec. 6511 for making a claim for credit or refund.
Note: A taxpayer may subsequently become disqualified or
qualified for income averaging through subsequent events
such as net operating loss carrybacks.

Correction of Error: Agreement with IRS

§ 1313

Sec. 1313(a)(2), (4)
Regs. Sec. 1.1313(a)-2, -4

In order to obtain a “determination” on an adjustment
arising from the erroneous treatment of an item of in
come, deduction, credit, etc. under Sec. 1311, a taxpayer
may enter into a closing agreement under Sec. 7121 or a
special agreement under Sec. 1313(a)(4).
If the taxpayer chooses to enter into a closing agree
ment under Sec. 7121, a request for a closing agreement
must be submitted at any time before the case is docketed
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§ 1335

for Tax Court. The Commissioner’s approval is necessary
for the agreement to become final. A Sec. 1313(a)(4)
agreement may be entered into at any time so long as no
other final determination has been made. A determination
under a Sec. 1313(a) (4) agreement does not become final
until the tax liability to which the determination relates
becomes final. (See Regs. Sec. 1.1313(a)-4 for the con
tents of the agreement.)

War-Loss Recoveries
Sec. 1335
Regs. Sec. 1.1335-1

A taxpayer may elect to limit the recognition of income
upon the recovery of war-loss property for which a deduc
tion was claimed in a prior year, to the extent the previous
deduction benefited the taxpayer. Furthermore, if the same
property is recovered, the taxpayer may use the adjusted
basis of the property on the date of its loss as the value on
the date of recovery.
The election is made in a written statement (either at
tached to the original or amended return, or to a claim for
refund or credit, a Tax Court petition, or a letter to the ap
propriate District Director) within six months of the due
date of the tax return for any taxable year in which a re
covery of a war loss has occurred.
The election is irrevocable. Once the initial election is
made, it applies to all subsequent recoveries.

§ 1346

Unconstitutional Taxes: Recovery Excluded
From Income
Sec. 1346
Regs. Sec. 1.1346-1

Income (excluding interest) from the recovery of un
constitutional Federal taxes assessed in prior years may be
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excluded from gross income if the taxpayer consents (1) to
treat the deduction for the taxes taken in prior years as not
allowable for the earlier year, and (2) to the assessment of
any deficiency which results from the disallowance even
though the statutory period has expired.
The election is made by attaching a statement to the
return for the year in which recovery was made. The state
ment must contain the details specified in Regs. Sec.
1.13464(b)(1).

1346

§ 1351

Foreign Expropriation Loss Recoveries
Sec. 1351

A taxpayer may elect to limit the tax on an expropriation
loss recovery to the benefit previously received in deduct
ing the loss (applying current tax rates), taking into ac
count whether the loss offset ordinary income or capital
gain. This method is in lieu of the general method under
which the recovery is included in income to the same
extent that the deduction for the loss initially resulted in
tax benefits, without giving consideration as to whether
the loss originally offset income which was not subject to a
full tax such as capital gain.
Regulations as to time and manner of making this elec
tion have not been issued to date.
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20

Election of Certain
Small Business
Corporations as to
Taxable Status

§ 1372

Small Business Corporations: Election of
Taxable Status
Sec. 1372
Regs. Sec. 1.1372-1, -2, -3, -4
Form 2553

An eligible small business corporation may elect not to be
taxed on its income (except for certain capital gains) but
instead to have its income taxed directly to its share
holders.
The corporation makes the election on Form 2553. Each
shareholder’s statement of consent to the election should
be attached to the form which must be filed with the Dis
trict Director either during the first month of the taxable
year of the election or during the month preceding the
first month of such taxable year.
Once made, the election is effective until it is termi
nated. An election may be terminated by:

• A voluntary revocation,
• Failure of a new stockholder to consent,
• Ceasing to be a small business corporation (see Sec.
1372(a)),
• Allowing gross receipts to consist of more than 20 per
cent passive income (see exceptions under Regs. Sec.
1.1372-4(b) (5)), or
• Allowing more than 80 percent of gross receipts to
come from sources outside the U. S.
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1372

Small Business Corporations: Consent of
New Shareholders
1172

Regs. Sec. 1.1372-3(b)

A party becoming a new shareholder after subchapter S
status has been elected must give consent to permit the
continuation of an election by the corporation under sub
chapter S.
The consent of the new shareholder to the election under
subchapter S must be filed with the District Director within
30 days from the date the party becomes a new share
holder. It should show the name and address of the corpo
ration, the name and address of the new shareholder, the
number of shares of stock owned, the date acquired, and
the name and address of the person from whom they were
acquired. A copy of this consent must be attached to the
corporate tax return for the taxable year to which the
consent applies. If the new shareholder is an estate, the
30-day period begins when the executor is appointed, or
not more than 30 days from the close of the corporation’s
taxable year.
The subchapter S election will terminate if a new share
holder fails to file his consent within the prescribed time.
(However, see Regs. Sec. 1.1372-3(c) regarding extensions
of time.)

Small Business Corporations: Investment
Credit Recapture
Sec. 1372
Regs. Sec. 1.1372-6

If an electing subchapter S corporation and its share
holders execute an agreement to be joint and severally
liable for the recapture of the investment credit claimed
by the corporation prior to the Sec. 1372 election, no re
capture will occur by reason of the subchapter S election.
(See the election under Regs. Sec. 1.47-4(b), page 3-6.)
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§ 1375

Small Business Corporations: Distributions of
Previously Taxed Income
Sec. 1375
Regs. Sec. 1.1375-4(c)

A subchapter S corporation may elect to treat distribu
tions of previously taxed income as distributions out of ac
cumulated earnings and profits, thus making the distribu
tion a taxable dividend rather than a nontaxable distri
bution.
The election is made in a statement filed with a timely
return and applies to all distributions during the year of
the election in excess of current earnings.
The election applies only to the year for which it is made.
A new election may be made for any subsequent year.
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21

Tax on
Self-Employment
Income

§ 1402

Self-Employment Tax: Farmers
Sec. 1402(a)
Regs. Sec. 1.1402(a)-15
Schedule SE, Form 1040

A farmer may elect to report self-employment income
as 66% percent of his trade or business gross income if his
trade or business income does not exceed $2,400. If his
gross income is more than $2,400, and net income from such
trade or business is less than $1,600, then the net earnings
from self-employment derived from such trade or business
may, at his option, be deemed to be $1,600.
The taxpayer makes the election by computing the net
income from self-employment under the optional method
set forth on Schedule SE, Form 1040.
The election may be revoked by filing an amended
return.

Self-Employment Tax: Ministers, Etc.
Sec. 1402(e)
Form 4361

Ministers, members of religious orders, and Christian
Science practitioners may elect not to be covered by Social
Security.
To request exemption, those individuals should file a cer
tificate on Form 4361 with the office specified in the form.
The application must be filed by the later of: (1) the due
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§ 1402

date of the income tax return (including extensions) for
the second year ending after 1967, or (2) the due date
(including extensions) of the second income tax return
which has net earnings from self-employment of $400
or more.
Once made, the election is irrevocable.

Self-Employment Tax: Conscientious Objector
Sec. 1402(h)
Regs. Sec. 1.1402(h)-1
Form 4029

Any individuals conscientiously opposed to insurance
(including Social Security) by reason of their adherence
to teachings of established tenets or teachings of the reli
gious sect of which they are members, may file an applica
tion for exemption from self-employment coverage.
The application for exemption should be filed on Form
4029 with the IRS official designated on the form. It
should be filed by the due date of the return for the first
taxable year in which the taxpayer has self-employment
income.
The election is irrevocable unless the individual or the
sect ceases to meet the requirements for which the exemp
tion was granted.
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Tax on Transfers
to Avoid Income Tax

§ 1492

Nontaxable Transfers: Appreciated Securities
Sec. 1492
Regs. Sec. 1.1492-1

Taxpayers can avoid payment of the transfer tax (im
posed by Sec. 1491) on appreciated securities transferred
to certain foreign entities by securing an agreement in ad
vance from the Commissioner that the transfer was not in
avoidance of Federal income tax.
The election is made by submitting a statement of facts
relating to the plan under which the transfer is to be made,
together with a copy of the plan if in writing, and by re
questing an advance ruling by the Commissioner.
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Consolidated
Returns

§ 1501

Consolidated Returns: Privilege to File
Secs. 1501, 1502
Regs. Sec. 1.1502

An affiliated group of corporations may elect to file a
consolidated return in lieu of filing separate returns. (See
the election under Regs. Sec. 1.1502-75(a) (1), page 23-5.)

§ 1502

Consolidated Returns: Foreign Tax Credit
Sec. 1502
Regs. Sec. 1.1502-4(a)

The credit allowed under Sec. 901 for foreign taxes will
only be allowed to a consolidated group if the common
parent chooses to use such credit in the computation of
tax for the consolidated return. (See the election under
Sec. 901, page 16-2.)

Consolidated Returns: Limitation on
Foreign Tax Credit
Sec. 1502
Regs. Sec. 1.1502-4(b)

Affiliated subsidiary corporations are bound by the com
mon parent’s selection of the per-country limitation or the
overall limitation relative to the foreign tax credit. The
common parent may elect either method for each taxable
year. (See the election under Sec. 901, page 16-2.)
The election or its revocation applies only prospectively,
beginning with each consolidated return year.
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§ 1502

Consolidated Returns: Estimated Tax Payments
Sec. 1502
Regs. Sec. 1.1502-5(a)

If separate returns are filed after a group has filed a
declaration of estimated tax on a consolidated basis, it can
allocate the payments among the separate tax liabilities of
its members in any manner designated by the common par
ent which is satisfactory to the Commissioner.

Consolidated Returns: Deferred Intercompany
Transactions
Sec. 1502

Regs. Sec. 1.1502-13(c)(3)

An affiliated group of corporations may elect not to de
fer gain or loss on deferred intercompany transactions with
respect to all property or any class or classes of property.
To make the election, an application for the Commis
sioner’s consent must be filed by the due date of the return
(not including extensions) for the taxable year to which
the election is to apply.
The election is binding upon all members of the group
for the consolidated return year for which made and for
all subsequent consolidated return years ending prior to
the first year for which the group does not file a consoli
dated return, unless the consent of the Commissioner is
obtained.

Consolidated Returns: Gain or Loss on Divestiture
Sec. 1502
Regs. Sec. 1.1502-13(f)(3)

If, as a result of a divestiture required by the courts, any
deferred gain or loss on intercompany transactions is re
quired to be restored, such deferred income may be taken
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into account over a period not in excess of ten years. (See
Regs. Sec. 1.1502-13(f) (3).)
This provision may be availed of only through a clos
ing agreement under Sec. 7121, which under certain speci
fied circumstances may not be granted.

Consolidated Returns: Allocation of
Mine Exploration Expenses
Sec. 1502

Regs. See. 1.1502-16(b)

The consolidated mine exploration expenditure limitation
(Regs. Sec. 1.1502-16(a)) may be allocated to each mem
ber of a group according to a plan. No amount may be al
located to a member which would exceed the amount it
could have deducted on a separate return. If no plan is
filed, then these expenditures will be allocated according
to the formula set forth in Regs. Sec. 1.1502-16(b) (2).
The plan of allocation should be included in a statement
containing the information required by Regs. Sec. 1.150216(b)(1). The statement should be attached to the con
solidated return and filed on or before the due date of
such return (including extensions).
The allocation may not be changed after the due date
of the return (including extensions).

Consolidated Returns: Deemed Dividends
Sec. 1502

Regs. Sec. 1.1502-32(f)(2)

If members of the same group own all of a subsidiary’s
stock throughout the subsidiary’s taxable year, the group
may elect to treat the subsidiary’s earnings and profits as
distributed and simultaneously contributed to the subsidi
ary’s capital as of the first day of the year.
The election is made by submitting a statement to the
District Director by the due date of the return for such
year (including extensions).
23-3

1502

§ 1502

Consolidated Returns: Earnings and Profits
Sec. 1502
Regs. Sec. 1.1502-33(c)(4)

A group may elect to adjust the earnings and profits of
a member for a taxable year by an amount equal to any
change in such member’s basis or excess loss account for its
stock in a subsidiary.
The election is made by submitting a statement on or
before the due date (including extensions) of the consoli
dated return for the first taxable year for which the elec
tion is to apply. It should be submitted to the Internal
Revenue office where the group files.
The election is irrevocable.

Consolidated Returns: Allocation of Income Taxes
Sec. 1502
Regs. Sec. 1.1502-33(d)(1)

For the purpose of determining the earnings and profits
of each member of a group for a consolidated return year
after December 31, 1965, a modified method of allocating
the group’s tax liability among its members (Regs. Sec.
1.1502-33(d) (2)) may be elected in conjunction with an al
location election which was made under Regs. Sec. 1.1552-1.
The election should be made in a statement attached to
the timely filed consolidated return (including extensions)
for the first taxable year to which the group desires the
election to apply. It also may be made after the return is
filed by submitting a statement to the Internal Revenue of
fice where such return was filed prior to the due date of the
return (including extensions). The election will be ineffec
tive unless the group has also made an election to currently
reflect investment adjustments in the earnings and profits of
its members. (See the election under Regs. Sec. 1.1502-33
(c)(4)(iii) above.) Approval is required unless the elec
tion is made for the first consolidated return year of the
group.
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Election of a modified method of allocation is irrevocable
for the year made and for all future consolidated return
years unless the Commissioner authorizes a change to
another method. The authorization for change must be ap
proved before the due date of the return for the year of
change.

Consolidated Returns: Election to File
Sec. 1502
Regs. Sec. 1.1502-75(a)(1)
Forms 851, 1122

An affiliated group of corporations may elect to file a
single consolidated tax return rather than multiple sepa
rate returns.
The election is made by filing a consolidated return.
That return should be filed by the due date of the common
parent’s return (including extensions). (See Regs. Sec.
1.1502-75(h) for details pertaining to forms which must be
attached to the consolidated return.)
This election, once made, may not be withdrawn after
the last day for filing. If a consolidated return was filed in
the immediately preceding taxable year, the group must
continue to file consolidated returns unless it makes an elec
tion to discontinue filing under Regs. Sec. 1.1502-75(c).
(See the election below.)

Consolidated Returns: Discontinuance
Sec. 1502

Regs. Sec. 1.1502-75(c)

An affiliated group of corporations may apply for the
Commissioner’s permission to discontinue filing consoli
dated returns.
To do this, the common parent should make an applica23-5
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tion to the Commissioner showing cause not later than the
90th day before the due date of the consolidated return
(including extensions). (For a definition of “good cause”
and for certain exceptions to the 90-day limitation, see
Regs. Sec. 1.1502-75(c) (1) (i), (ii), and (iii).)
If a group has filed an election to discontinue filing con
solidated returns and wishes to exercise the election, then
the common parent must file a separate return for such year
on or before the last day (including extensions) for filing
the consolidated return for such year.

Consolidated Returns: Inclusion
of Ineligible Corporations
Sec. 1502
Regs. Sec. 1.1502-75(f)(1)

If a consolidated return erroneously includes the income
of two or more corporations which were not members of
the group but which constitute another group in them
selves, these corporations may elect to file a consolidated
return instead of computing their tax on a separate return
basis.
This election requires the Commissioner’s consent.

Consolidated Returns: Erroneous
Inclusion of Nonmember
Sec. 1502
Regs. Sec. 1.1502-75(f)(2)

If the income of a nonmember corporation was errone
ously included in a consolidated return, the consolidated
tax payment must be allocated between the group and the
nonmember. This allocation can be made in any manner
desired by the corporations included in the consolidated
return, subject to approval by the Commissioner.
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Consolidated Returns: Adoption of Common
Fiscal Year
Sec. 1502
Regs. Sec. 1.1502-76(a)(1)

Members of a consolidated group must file on the basis
of the common parent’s taxable year; however, any member
may elect a 52-53-week taxable year providing the taxable
years of all the members end within the same seven-day

To make the election, the consent of the Commissioner
is required. The request for consent must be filed not later
than the 30th day before the due date for filing the con
solidated return (not including extensions).

Consolidated Returns: Taxable Year and
Periods of 30 Days or Less
Sec. 1502

Regs. Sec. 1.1502-76(b)(5)(i),(ii)

If a corporation became a member of a group within
30 days after the beginning of its taxable year, or left such
group within 30 days, it has the option to include its in
come and deductions during such time in the consolidated
return.
If a corporation was a member of a group for 30 days
or less, it may, at its option, be considered as not having
been a member of the group for such year.

Consolidated Returns: Separate
Short-Period Returns
Sec. 1502
Regs. Sec. 1.1502-76(c)

If a group has not filed its consolidated return by the
due date (including extensions) of a subsidiary’s separate
return, pending the group’s final decision on whether to file
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§ 1504

a consolidated return, the subsidiary must tentatively file
either a short-period separate return for the portion of the
year not to be included in the consolidated return, if such
a return is to be filed, or a separate return for the full tax
able year.
Whether this tentative return will eventually constitute
the subsidiary’s actual return for the period will depend on
whether or not the group files a consolidated return.
(See Regs. Sec. 1.1502-76(c) (2) for the procedures the
subsidiary must follow in the event that it is required to
file a substituted or amended return.)

Consolidated Returns: Mexican or
Canadian Subsidiary
Sec. 1504(d)

If a domestic corporation owns or controls 100 percent
of the stock of a corporation organized under the laws of
Canada or Mexico, and maintained solely for the purpose
of complying with the laws of such country, the foreign
subsidiary may, at the option of the domestic corporation,
be treated as a domestic corporation.
Note: Regulations concerning this election have not been
issued. (However, seepre-1966 Regs. Sec. 1.1502-2A(b) (3)
for reference.)

§ 1552

Earnings and Profits: Allocation of Tax Liability
Sec. 1552

Regs. Sec. 1.1552-1

For purposes of determining the earnings and profits of
each of its members, an affiliated group can elect to allo
cate the tax liability of a group among its members in ac
cordance with one of several methods.
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The election should be made in a statement attached to
the group’s first consolidated return not later than the time
for filing (including extensions). The statement should
specify the method selected. If the group has chosen a dis
cretionary method permitted by Sec. 1552(a) (4), the Com
missioner’s approval must be obtained within the time
specified above. Failure to elect a method will make the
method of allocation prescribed under Sec. 1552(a) man
datory.
The election, once made, is binding for the year of elec
tion and for all subsequent consolidated return years. The
election may not be revoked unless authorization for
change is granted by the Commissioner.

Consolidated Returns: Allocation of
Surtax Exemption
Sec. 1552
Regs. Sec. 1.1552-1(a)(2)(ii)(i)

In allocating its consolidated tax among its members,
under the separate return liability method (Sec. 1552(a)
(2)), an affiliated group may apportion the surtax exemp
tion equally or in any other manner.
If the surtax exemption is allocated other than equally,
a schedule must be attached to the consolidated return.
This election only applies where all members of the con
trolled group are filing in the consolidated return.
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24

Controlled
Corporations

Surtax Exemption: Apportionment

§ 1561

Sec. 1561
Regs. Sec. 1.1561-3(a)

Effective for years beginning before January 1, 1975

The members of a controlled group may select an ap
portionment plan for dividing the single $25,000 surtax
exemption among themselves. Otherwise, the surtax exemp
tion will be divided equally among them.
At the time the apportionment plan is sought to be
adopted there must be at least one year remaining in the
statutory period for the assessment of a deficiency against
any corporation whose tax liability would be increased by
the adoption of such a plan. If less than one year remains
with respect to any such corporation, the District Director
will ordinarily enter into an agreement to extend the sta
tutory period. All members (other than a wholly owned
subsidiary) must consent to the plan in the manner pre
scribed in Regs. Sec. 1.1561-3(b). The plan may be
amended. Amendments are effective only if adopted in ac
cordance with rules prescribed for adoption of the original
plan.
The plan will be terminated if:
• Multiple surtax exemptions are elected under Sec.
1562,
• The controlled group goes out of existence,
• A component member ceases to be a component mem
ber, or
• A new component member enters the group.

(For effective dates, see Regs. Sec. 1.1561-3(a) (3).)
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1561

Certain Multiple Tax Benefits: Apportionment
Sec. 1561

Effective for years beginning after December 31,1974

Component members of a controlled group of corpora
tions may elect to allocate the surtax exemption and may
be able to elect to allocate the accumulated earnings tax
credit, and the limitation on small business deductions of
life insurance companies in some manner other than
equally.
Note: Regulations under this section have not yet been
prescribed and while the Commissioner must permit un
equal allocation of the surtax exemption, there is no such
requirement in the Code for the accumulated earnings
credit and the limitation on the small business deduction of
life insurance companies. Unless the Commissioner pre
scribes otherwise for years beginning after 1974, the credit
or deduction will be divided equally among the component
members.

§ 1562

Surtax Exemption: Electing Multiple Exemptions
Sec. 1562
Regs. Sec. 1.1562-1(a)

Repealed for tax years beginning
after December 31, 1974

A controlled group of corporations may elect to have
each of its component members claim a separate surtax
exemption, rather than apportion a single surtax exemption
among the members. This is accomplished by electing to
claim one full $25,000 surtax exemption for one group mem
ber (Sec. 1564) and by electing to pay a six percent tax
on the amount of each corporate member’s surtax exemp
tion for such taxable year.
The election must be made for a specific December 31.
It will be valid only if each corporation which is a com
ponent member of such group on such December 31 and
each other corporation which is a component member on
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any intervening December 31 before the election is filed
consents to such election. The election may be made at
any time after such December 31 and before the expiration
of three years after the due date for filing the income tax
return (excluding extensions) of the component member
(who was a component member on such December 31)
whose taxable year is the first to end on or after such date.
(Regs. Sec. 1.1562-3(a) and (b).) The election must be
filed in the manner prescribed in Regs. Sec. 1.1562-3(c).
The election may be terminated if the members specified
in Regs. Sec. 1.1562-3(a) give their consent. The consents
to termination must be filed before the expiration of three
years after the December 31 for which the termination was
made. They should be filed in the manner prescribed in
Regs. Sec. 1.1562-3(c). The election will also terminate
if the group goes out of existence and there is no successor
group, by the refusal of a new member to consent to the
election, or by any member of the group joining in the
filing of a consolidated return. (Regs. Sec. 1.1562-2.)

Multiple Surtax Election: Retroactive Termination
Sec. 1562
1969 TRA, P.L. 91-172, Sec. 401(g)

Effective only for consolidated return years
including December 31, 1970

Where an affiliated group of corporations files a con
solidated return for a year including December 31, 1970,
it may revoke its earlier election under Sec. 1562 for any
preceding loss year from which there is a net operating loss
carryover to the 1970 consolidated return year and for all
intervening years. This would enable preconsolidation
losses of a particular member to be offset against current
income of all other group members. Formerly, these losses
could only be offset against the current income of the
member which incurred the loss and the election to revoke
had to be made within a limited three-year period described
in Sec. 1562(e).
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§ 1562

To make this revocation election the group must:
1. File a consolidated return for the taxable year which
includes December 31, 1970;
2. Terminate a multiple surtax election with respect to
any year from which there is a net operating loss carryover
to the 1970 consolidated return year, and all intervening
years;
3. Manifest such termination on or before the due date
(including extensions) for filing the 1970 consolidated
return;
4. Obtain the consent (to the termination) from each
corporation which had been a component member of the
group since the earliest December 31 to which a termina
tion is to apply; and
5. Follow the manner of consenting to the termination
prescribed in Regs. Sec. 1.1562-3.

§ 1563

Overlapping Controlled Groups: Choice of Group
Sec. 1563(b)(4)

Temporary Regs. Sec. 13.16-1(b)
Proposed Regs. Sec. 1.1563-1(c)(2)

A corporation which is a member of more than one
brother-sister controlled group on a December 31 after
1969 may select the group with which it wishes to be in
cluded. Otherwise, the District Director with audit juris
diction over such corporation will make the selection.
The election is made in a statement designating the
group in which the corporation has elected to be included
and should provide the information called for in the regu
lations. The statement must be filed by the due date (in
cluding extensions) of the corporation’s tax return for the
taxable year that includes the first December 31 after 1969
on which the corporation is a member of more than one
controlled group.
Once filed, the election is irrevocable. It will remain ef
fective until a change in the stock ownership of the cor
poration results in termination of membership in the con
trolled group in which such corporation has been included.
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Multiple Surtax Election: Full Exemption

§ 1564

Sec. 1564(a)(2)

Effective for taxable years beginning
prior to January 1,1975
The members of a controlled group of corporations may
elect which member shall receive the full credit for the sur
tax exemption, the accumulated earnings credit, and the
small business deduction limitation of life insurance com
panies.
Where a group is continuing its multiple surtax election
under Sec. 1562 or adopting one for tire first time, the
members of the group must elect under Sec. 1564 which
member will be entitled to the full credit for the above
items rather than the reduced credit.

Multiple Surtax Election: Phase-in of
100 Percent Dividends-Received Deduction
Sec. 1564(b)

Effective with respect to dividends distributed on or
before December 31, 1977 out of earnings and profits
of a year which includes a December 31, after 1969
and before 1975.
A member of an affiliated group qualifying for reduced
multiple surtax exemptions can elect to increase its divi
dends-received deduction beyond the 85 percent normally
allowed.
To qualify for the phase-in of the 100 percent dividendsreceived deduction during the transition period:
1. An election of multiple surtax exemptions under Sec.
1562(a) must have been made prior to April 23,
1969 and must be effective for the taxable year of
each group member which includes December 31,
1969.
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§ 1564

2. An election of the 100 percent dividends-received de
duction (Sec. 243(b)(2)) must be made for a tax
able year which includes a December 31 after 1969
and before 1975, even though an election under Sec.
1562(a) is in effect for the taxable year.
Where the controlled group member takes the necessary
steps, it may increase its dividends-received deduction in
accordance with the schedule in Sec. 1564(b)(2)(B).
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Estate and
Gift Taxes

Estates: Alternate Valuation Dates

§ 2032

Sec. 2032
Regs. Sec. 20.2032-1

The executor of an estate may elect to value the estate
at either the date of the decedent’s death or six months
after his death (one year after death for persons dying
before January 1, 1971).
The executor must elect within the time allowed for
filing of the estate tax return (including extensions). The
election is made by placing a check mark on the estate
tax return (Form 706) in the space provided. If the alter
nate valuation date is chosen, the return must include:
1. An itemized description and value of all property
included in the estate on the date of death;
2. An itemized fist of all distributions, sales, exchanges,
and other distributions of property during the six-month
period (one year for persons dying after January 1, 1971)
including the dates of disposition or sale; and
3. A detailed schedule showing the value of each item
in the estate on the date of valuation.
The election is irrevocable once the proper time for filing
the estate tax return has passed. Prior to that time the
election can be revoked by filing an amended return.

Valuation of Taxable Estate: Deduction
of Certain Expenses

§ 2053

Sec. 2053(a)

Regs. Sec. 20.2053-1(d)

A fiduciary or other person may choose to claim certain
expenses (administration expenses and medical expenses)
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either as deductions in computing the decedent’s taxable
estate or as deductions in computing the taxable income of
the estate.
If the executor chooses to claim the deduction for income
tax purposes, he should file a waiver of the deduction for
estate tax purposes. (See the election under Regs. Sec.
1.642(g)-1, page 12-2.)
Once a waiver of a deduction for estate tax purposes is
timely filed, it operates as a relinquishment which is
irrevocable.

Claims Against the Estate: Limitation on
Deductibility
Sec. 2053(c)(2)

In determining the value of the gross estate, payments
of claims from estate property not subject to claims and
made necessary because the claims exceed the value of the
property subject to claims, will only be allowed if the
executor pays such excess amounts prior to the due date
for filing the estate tax return. If the executor does not
make payment prior to the return’s due date the deduction
from the estate will be limited to the value of the prop
erty subject to claims notwithstanding that the claims and
the payments in settlement eventually exceed such value.

State Death Taxes: Deductibility
Sec. 2053(d)(1)(A)
Regs. Sec. 20.2053-9

An estate may elect to deduct state death taxes imposed
on a transfer by a decedent for public, charitable or relig25-2

ious uses, in lieu of claiming such taxes as a tax credit
under Sec. 2011. In order for the deduction to be allowed,
certain conditions must be met (Regs. Sec. 20.2053-9(b))
concerning the parties to be benefitted by allowance of
the election.
The executor makes the election in a written notification
to the District Director. It should be filed by the executor
prior to the expiration of the period of limitation on assess
ment (usually three years from the last day for filing the
return).
The executor may revoke the election at any time prior
to the expiration of the period of limitation on assessment
by filing a written notification with the District Director.
(Regs. Sec. 20.2053-9(c).)

Foreign Death Taxes: Deductibility
Sec. 2053(d)(1)(B)

Regs. Sec. 20.2053-10

An estate may elect to deduct certain foreign death taxes
imposed on a transfer by a decedent for public, charitable,
or religious uses, in lieu of claiming such taxes as a tax
credit under Sec. 2014. In order for the deduction to
be allowed, certain conditions must be met (Regs. Sec.
20.2053-10(b)) concerning the parties benefitted by allow
ance of the election.
The executor makes the election in a written notification
to the District Director. It should be filed by the executor
prior to the expiration of the period of limitation on assess
ment (usually three years from the last day for filing the
return).
The executor may revoke the election at any time prior
to the expiration of the period of limitation on assessment
by filing a written notification with the District Director.
(Regs. Sec. 20.2053-10(c).)
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§ 2054

Valuation of Taxable Estate: Deduction of
Certain Losses
Sec. 2054
Regs. Sec. 20.2054-1

A fiduciary or other person may choose to claim certain
casualty and theft losses (which occur during the settle
ment of the estate and which are not compensated for by
insurance) either as a deduction in computing the dece
dent’s taxable estate or as a deduction in computing the
taxable income of the estate.
If the executor chooses to claim the deduction for in
come tax purposes, he should file a waiver of the deduction
for estate tax purposes. (See the election under Regs. Sec.
1.642(g)-1, page 12-2.)
Once a waiver of a deduction for estate tax purposes is
timely filed, it operates as a relinquishment which is irre
vocable.

§ 2513

Gift Tax: Gift-Splitting by Spouses
Sec. 2513
Regs. Sec. 25.2513
Form 709

Spouses may consent to have gifts made to a third party
considered as made one-half by the donor and one-half by
the donor’s spouse.
The consent to split gifts must be given on or before
the 15th day of the second month following the calendar
quarter in which the gifts were made, or if no returns
have been filed by that date, consent may be given on
the first return filed by either spouse. However, once a
deficiency notice for gift taxes has been issued for a par
ticular calendar quarter, a consent to gift-splitting for that
period will be ineffective. The consent of the husband is
signified on the wife’s return and the consent of the wife
is signified on the husband’s return in the place provided
on Form 709. If only one spouse is filing a gift tax return,
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the consent of both spouses should be signified on that
return.
The consent to gift-splitting applies separately to each
calendar quarter. Either spouse may revoke the consent
by filing (in duplicate) with the District Director a signed
statement of revocation on or before the 15th day of the
second month following the calendar quarter in which the
gifts were made. A consent which was signified after that
date cannot be revoked.

Gift Tax: Creation of Tenancies by the Entirety

2513

§ 2515

Sec. 2515
Regs. Sec. 25.2515-2
Form 709

Spouses may elect to have the creation of a tenancy
or the addition to an existing tenancy in real property
treated as a taxable gift to the extent that the donor
spouse’s contribution exceeds his retained interest. This
election applies to tenancies by the entirety and joint
tenancies with right of survivorship.
The election is exercised by including the value of such
gifts in a gift tax return of the donor spouse for the cal
endar quarter in which the tenancy was created or added
to. The election is valid only if a timely return is filed
(including extensions). If a taxpayer wishes to avail him
self of this option he must file a gift tax return and make
the election even though the value of the gift involved
does not exceed his annual gift tax exclusion.

§ 2521

Gift Tax: Specific Exemption
Sec. 2521
Regs. Sec. 25.2521-1

A donor deduction of the $30,000 specific lifetime exemp
tion may be taken in full in a single calendar quarter or
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§ 2521

spread over a number of quarters at the option of the
donor.
The election is made at the time of filing a gift tax
return by specifying the amount of the specific exemption
claimed. The return should show the amount of specific
exemption claimed for the calendar quarter. In addition,
where gift tax returns were filed in prior years or quarters,
the following information should be provided concerning
each prior return: the calendar year or quarter and the
district in which the return was filed, the amount of spe
cific exemption, and the amount of taxable gifts made
during the period covered by the prior return.
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Employment Taxes

FICA: Waiver of Exemption

§ 3121

Sec. 3121(k)(1)
Regs. Sec. 31.3121(k)-1
Forms SS-15, SS-15a

Certain religious and charitable organizations may elect
to have the Social Security Act extended to service per
formed by their employees.
To waive its exemption from FICA the organization
should file a certificate (Forms SS-15 and SS-15a) contain
ing the name, address, and Social Security number of each
employee who concurs in the certificate. The certificate
should be filed with the appropriate Internal Revenue
Service Center. The effective date of the waiver should be
in accordance with Sec. 3121(k).
A waiver may be revoked effective at the end of a
calendar quarter by giving two years’ advance notice in
writing, but only if at the time of receipt of such notice
the certificate has been in effect for at least eight years
(Sec. 3121(k)(l)(D)).

FICA: Coverage of Foreign Subsidiary
Sec. 3121(l)(1)

A domestic corporation may elect to have the Social
Security Act extended to service performed by certain
employees of a foreign subsidiary by entering into an
agreement with the Secretary or his delegate.
The agreement will become effective with the first day
of the calendar quarter in which the agreement is entered
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§ 3121

§ 3401

into or with the first day of the succeeding calendar
quarter, as specified in the agreement (Sec. 3121(1)(2)).
The agreement may be terminated by the domestic cor
poration effective at the end of the calendar quarter by
giving two years’ advance notice in writing, but only if
at the time of receipt of such notice the certificate has
been in effect for at least eight years (Sec. 3121(1)(3)).

Withholding Tax: Sick Pay
Sec. 3401
Regs. Sec. 31.3401(a)-1(b)(8)(H)

An employer can elect to withhold or not to withhold
income tax on the tax-exempt portion of “loss of wage”
payments (sick pay).
If the employer decides not to withhold, he must keep
records which: (a) separately show the amount of each
payment and how much of it is taxable, and (b) contain
data supporting the employer’s right to treat the payment
as tax exempt.
The election may be terminated at any time. Failure
to keep records will also terminate the election.

§ 3402

Withholding Tax: Methods of Computation
Sec. 3402
Regs. Sec. 31.3402(a)-1

An employer may use the percentage method, the wage
bracket method, or certain other methods (outlined in
Regs. Sec. 31.3402(h) (4 )-1) in computing the income tax
to be withheld from wages.
A choice of a method at the time of payroll preparation
will constitute an election.
The election terminates when the method is changed.
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Withholding Tax: Bonuses
Sec. 3402
Regs. Sec. 31.3402(g)-1

Employers who pay supplemental wages such as bonuses
may elect to withhold a flat 20 percent on the supplemental
wage in lieu of the graduated rates.
The election is made at the time the wage payment is
made and applies only to each particular payment.

Withholding Tax: Noncash Remuneration
Sec. 3402(j)
Regs. Sec. 31.3402(j)-1

An employer may elect to withhold income tax from
noncash remuneration paid to retail commission salesmen
if normal remuneration is made in cash. (For a definition
of “noncash remuneration” and “retail commission sales
man,” see Regs. Sec. 31.3402(j)-1(b) and (c).)
The election to withhold is made at the time the payroll
is prepared. Even though withholding is not required on
noncash remuneration it must be included on Form W-2
as wages.

Withholding: Additional Allowances
Sec. 3402(m)
Regs. Sec. 31.3402(m)-1
Form W-4

Employees with substantial itemized deductions may
elect to claim additional withholding allowances.
To make the election, the employee should file a with
holding exemption certificate with his employer claiming
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such extra allowances. (To determine the proper number
of extra allowances, refer to “Employee’s Withholding
Exemption Certificate” (Form W-4).
Employees should be encouraged to review their with
holding allowances on an annual basis.

Withholding: No Liability for Income Taxes
Sec. 3402(n)
Regs. Sec. 31.3402(n)-1

An employee who had no federal income tax liability in
the prior year and who expects to incur no federal income
tax liability in the current year may exempt himself from
withholding.
To do this, the employee should file a withholding ex
emption certificate with his employer certifying the fore
going facts. (See the regulations for certain restrictions on
joint return filers.)
This is an annual election and terminates automatically
on December 31 of each year if not withdrawn sooner by
the employee’s filing another withholding exemption cer
tificate with his employer.

Withholding: Pensions and Annuities
Sec. 3402(o)
Temporary Regs. Sec. 32.1
Form W-4P

An individual receiving pension or annuity payments
may request that the payments be subject to withholding.
To make this election, the payee must inform the payor
in writing on Form W-4P that he wishes to have such
payments made subject to withholding. The request must
be accompanied by a withholding exemption certificate.
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Only the portion of the payments which are taxable will
be subject to withholding. Lump-sum payments are not
covered by this section.
To revoke the election the payee must furnish the payor
with a written statement requesting termination of with
holding. A request under this statement shall remain
effective until terminated.

Withholding: Nonwage Payments
Sec. 3402(p)
Regs. Sec. 31.3402(p)-1

Where both the employee and the employer agree to
withholding, remuneration for services rendered by an
employee for his employer which are not included in the
definition of wages can be subjected to withholding. This
election may also be made for any other type of payment
where the Treasury finds withholding appropriate. The
amounts withheld in these cases are the amounts specified
in the regular rates and tables.
To make the election, the employer and employee must
agree in the manner prescribed by Regs. Sec. 31.3402(p)1(b).
The election is effective for such period as is mutually
agreed upon, but either the employer or employee may
terminate it sooner by furnishing a signed written notice
to the other.
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Private Foundations

§ 4942

Private Foundations: Tax on Failure to
Distribute Income
Sec. 4942(a)(2)(C)

A private foundation may prevent the imposition of the
initial tax on failure to distribute required amounts due
to incorrect valuation of its assets.
The initial tax imposed by Sec. 4942 will not apply if
the foundation notifies the Secretary or his delegate that
qualifying distributions were subsequently timely made.

Private Foundations: Treatment of Set-Asides
Sec. 4942(g)(2)
Proposed Regs. Sec. 53.4942(a)-3(b)

Private foundations may treat certain amounts set aside
for specific charitable projects as qualifying distributions.
(This course of action makes unnecessary immediate dis
bursement of these funds by a private foundation.) To
qualify for this treatment, the foundation must satisfy
the Commissioner that the amount set aside will be paid
toward the specific project within 60 months (the time
may be extended) and that the project will be better
accomplished by such set-aside than by immediate pay
ment.
The Commissioner’s approval of a set-aside must be
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obtained in writing. An application for approval must be
made no later than the end of the taxable year in which
the amount is actually set aside. It should contain all the
information called for in the regulations.
If approved, the set-aside must be evidenced by the
entry of a dollar amount on the books of the private
foundation as a pledge or obligation.

Private Foundations: Treatment of
Certain Contributions
Sec. 4942(g)(3)

If two requirements are met, a private foundation may
treat as qualifying distributions contributions to Sec. 501
(c)(3) organizations which are:
1. Controlled by the foundation or by disqualified per
sons, or
2. Private foundations which are not operating foun
dations.
The two requirements for this treatment are:
1. The donee must distribute an amount equal to such
contributions as a qualifying distribution out of its corpus
within one year after the year of receipt, and
2. The donor must obtain sufficient evidence thereof
from the donee.

Private Foundations: Order of Qualifying
Distributions
Sec. 4942(h)(2)
Proposed Regs. Sec. 53.4942(a)-3(d)(3)

A foundation may elect to have a qualifying distribution
which is not made out of the undistributed taxable income
of the immediately preceding taxable year treated as a
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distribution out of either the undistributed taxable income
of a designated prior taxable year or out of corpus.
The election is made by filing a statement with the
Commissioner on or before the due date for filing a return
under Sec. 6033 (including extensions). The statement
must contain the information called for in the regulations.
The election is effective as of the date the statement is
filed with respect to the taxable year in which a qualifying
distribution is made.
This is an annual election and is irrevocable after the
time for filing the return (including extensions) has ex
pired. Prior to that time, the election may be revoked by
filing a statement of revocation in accordance with the
regulations.

§ 4942

Private Foundations: Disposition of Excess
Business Holdings

§ 4943

Sec. 4943(c)(4)(C)

A private foundation can suspend the running of the
allowable periods for disposition of its excess business
holdings.
To suspend the disposition period, the foundation should
commence a judicial proceeding necessary to reform its
governing instrument, etc. (as in effect on May 26, 1969)
to allow such disposition or to excuse compliance therewith.
The disposition period is extended during pendency of
the proceeding.

4945

Private Foundations: Classification of
Grants to Individuals
Sec. 4945(g)

A private foundation may exclude certain grants to
individuals from classification as taxable expenditures.
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To accomplish this, the foundation must satisfy the
Commissioner that the grant was awarded on an objective
and nondiscriminatory basis pursuant to a procedure ap
proved in advance by the Secretary or his delegate. (See
Temporary Regs. Sec. 143.1(c) regarding grants awarded
after 1969 and paid within 18 months thereafter.)

Private Foundations: Classification of
Grants to Organizations
Sec. 4945(h)

A private foundation may exclude grants to certain or
ganizations from classification as taxable expenditures.
To exclude grants from classification as taxable expendi
tures, private foundations must exert all reasonable efforts
and establish adequate procedures to:
1. See that the grant is spent solely for the intended
purpose,
2. Obtain full and complete reports from the grantee on
how the funds are spent, and
3. Make full and complete reports regarding such ex
penditures to the Secretary or his delegate.

§ 4947

Private Foundations: Split-Interest Trusts
Sec. 4947(a)(2)(B)

Split-interest trusts may avoid certain “private founda
tion limitations” on amounts payable under terms of the
trust for which no tax deductions were allowable.
Application of the private foundation taxes can be
avoided if the trust segregates such nondeductible amounts
from amounts which were allowed as deductions for in
come, estate, or gift tax purposes. Under Sec. 4947(a)(3),
a trust holding such segregated amounts must separately
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account for the various income, deduction, and other items
properly attributable to each such segregated amount.

§ 4947

Private Foundations: Denial of Exemption to
Foreign Organizations

§ 4948

Sec. 4948(c)(3)(B)

A foreign organization may request reinstatement of its
exempt status.
The organization should file a claim for exemption from
taxation under Sec. 501(a) with respect to the second
(or any later) taxable year following the taxable year in
which notice of engagement in a prohibited transaction is
given by the Secretary or his delegate.
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Procedure and

Administration

Tax Returns: Separate vs. Joint

§ 6013

Sec. 6013(a)
Regs. Sec. 1.6013-1

A husband and wife can file separate or joint returns
under prescribed conditions (including where one spouse
has died during the year) even though one of the spouses
has no gross income or deductions.
The election is made by filing a return (either separate
or joint) by the due date. No special information is re
quired. An election for one year is not binding on future
years and a new election is made for each year. In a case
where the surviving spouse makes the joint return and
thereafter an executor or administrator of the decedent is
appointed, the executor or administrator may disaffirm
such joint return if done within one year after the last
day (including extensions) for filing the return of the
surviving spouse.
A change from separate to joint returns is permissible.
(See the following election.) However, once a joint return
has been filed, a change to separate returns for that partic
ular year is not permissible after the time for filing the
return of either spouse has passed.

Tax Returns: Change From Separate to Joint
Sec. 6013(b)
Regs. Sec. 1.6013-2

If separate returns have been filed, a husband and wife
can change their election and file a joint return under
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§ 6014

the conditions prescribed in Regs. Sec. 1.6013-2(b).
To change from separate returns to a joint return, the
joint return must be filed within three years from the last
day (excluding extensions) for filing the return for the
taxable year of change.
Neither spouse may change any elections as to income,
deductions, and credits made on their separate returns
where such elections would have been irrevocable if the
joint return had not been made.

Tax Returns: Computation of Tax by IRS
Sec. 6014(a)
Regs. Sec. 1.6014-2

An individual may elect to have his tax computed by
the IRS if his adjusted gross income does not exceed
$20,000 and consists only of wages, tips, dividends, inter
est, pensions, and annuities, and he chooses the standard
deduction. This election is also available to spouses filing a
joint return.
The election is made annually by filling in the proper
lines on Form 1040 and not computing the tax. (See the
instructions to Form 1040 for explicit directions.) In such
a case, the IRS will compute the tax and bill the taxpayer
for any tax due or issue a refund if there has been an over
payment. This election can only be made if the return is
timely filed (excluding extensions).
This election may be revoked by filing an amended re
turn within the period of limitations under Sec. 6511.

§ 6015

Estimated Tax: Separate or Joint Declaration
Sec. 6015(b)
Regs. Sec. 1.6015(b)-1
Form 1040-ES

A husband and wife can file a separate or a joint declara
tion of estimated tax. (However, there are certain instances
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when a joint declaration may not be filed; see Regs. Sec.
1.6015(b)-1(a).) If separate tax returns are subsequently
filed, payments made on account of the estimated tax for
such year may be divided between them in any manner
they wish.
The election is made by filing either a separate or joint
Form 1040-ES by the due date. No special information is
required.
The election to file either separate or joint declaration
is made annually.

6015

Estimated Tax: Return as Declaration or
Amendment
Sec. 6015(f)
Regs. Sec. 1.6015(f)-1

Taxpayers can elect to file their tax return by January
31 (or March 1 for certain taxpayers) and this will substi
tute for a declaration due, or an installment due, on Jan
uary 15. (Corresponding dates are available for fiscal year
taxpayers.)
The election is made by filing a return by the elective
date and paying the full amount shown as due on such
return. No special information is required.
The election is an annual election.

Information Returns: Banks’ Common Trust Fund
Sec. 6032
Regs. Sec. 1.6032-1

Every bank maintaining common trust funds may use
Form 1065 or some other form (not specified) for report
ing the income of the common trust fund.
The election is to be made annually by designating Form
1065 as the return of the common trust fund in accordance
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§ 6033

with Regs. Sec. 1.6032-1. The return must be filed on or
before the 15th day of the fourth month following the
close of the taxable year. A separate return is required for
each common trust maintained by the bank.

Information Returns: Group Return for
Exempt Organizations
Sec. 6033
Regs. Sec. 1.6033-1(d)
Form 990

A central or parent organization (other than a private
foundation) exempt from taxation under Sec. 501(a), in
addition to filing a separate return, may file a group return
on Form 990 for two or more of its local organizations. The
filing of the group return is in lieu of filing a separate
return by each local organization included in the group
return. However, a local organization which is a private
foundation may not be included in the group return.
The election is made annually by filing a group return
on Form 990 with the statement required by the regula
tions. The return should be filed on or before the 15th day
of the fifth calendar month following the close of the
period for which the return is required. In addition, Regs.
Sec. 1.6033-1(d) (2) requires the central organization to
maintain on file annual authorizations and certain other
information pertaining to the local organizations.

§ 6035

Information Returns: Officers of Foreign PHC
Sec. 6035

Regs. Sec. 1.6035-1(b)
Forms 957, 958

Two or more officers or directors of a foreign personal
holding company each of whom is required to file an infor28-4

mation return for the same year may file a joint informa
tion return instead.
To make the election they should jointly file Form 957
and Form 958 with the Director of International Opera
tions by the 15th day of the first month after the close
of the taxable year.
The election must be made each time a return is
required.

6035

§ 6038

Information Returns: Controlled
Foreign Corporations
Sec. 6038
Regs. Sec. 1.6038-2(k)
Form 2952

Two or more persons required to submit the information
required on Form 2952 regarding the same foreign corpo
ration for the same period may do so jointly.
To exercise this option the parties should make a joint
return and file it with the income tax return of any one
of the persons making the joint return.
The election is made annually.

§ 6042

Information Returns:
Payments Other Than Dividends
Sec. 6042
Regs. Sec. 1.6042-2(a)(4)
Forms 1087, 1099

Any person required to file Form 1099 or Form 1087
with regard to another person may elect to include on a
single Form 1099 both dividends and other payments made
to the same recipient.
The election is made annually by reporting other pay
ments on the form.
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Information Returns: Transmittal Forms
Sec. 6042
Regs. Sec. 1.6042-2(a)(4)
Form 1096

One Form 1096 may be used to summarize and transmit
both Forms 1087 and 1099 instead of using separate Forms
1096 to transmit each type of form (i.e., 1087 and 1096).
The election is made annually by using only one Form
1096 to summarize and transmit such forms.

Information Returns: Magnetic Tapes
Sec. 6042

Regs. Secs. 1.6042-2(e), 1.9101-1

Information to be transmitted on a Form 1087, 1099, or
W-2 may instead be transmitted on magnetic tape or
other media.
Approval of the Commissioner must be granted prior to
the use of magnetic tape for this purpose. (See Rev. Proc.
71-20.)

Information Returns: Time to Furnish
for Dividends
Sec. 6042
Regs. Sec. 1.6042-4

Statements to recipients of dividend payments (Forms
1099 and 1087) must be furnished after November 30 of
the year in which paid and before January 31 of the fol
lowing year. However, the statement may be furnished
after September 30 if furnished with the final dividend
payment of the year. In any case, no statement may be
furnished before the final dividend of the calendar year
has been paid.
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Information Returns: Transactions Involving
Foreign Corporations

6046

Sec. 6046

Regs. Sec. 1.6046-1(e)(1)
Form 959

Two or more persons required to file returns as to the
organization or reorganization of a foreign corporation or
an acquisition of stock of a foreign corporation may elect
to file such returns jointly. However, separate returns are
required with respect to each corporation involved.
The election is made annually by filing jointly on
Form 959.

Information Returns: Retirement Payments, Etc.

§ 6047

Sec. 6047
Regs. Sec. 1.6047-1(a)(5)

A maker of a Form 1099 on which retirement payments
to an owner-employee are being reported may elect to
include other payments to the same recipient on the same
form.
The election is made annually by including other pay
ments on a single Form 1099.

§ 6049

Information Returns: Interest Payments, Etc.
Sec. 6049
Regs. Sec. 1.6049-1(a)(4)
Forms 1087, 1099

A maker may elect to include on a single Form 1087
or a single Form 1099 both interest and other payments
which are required to be reported on such forms.
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The election is made annually by including on the forms,
in addition to interest, amounts for other payments which
have been made during the year.

Information Returns: Transmittal Forms
Sec. 6049
Regs. Sec. 1.6049-1(a)(4)
Form 1096

Any person required to report payments on both Forms
1087 and 1099 for a calendar year may elect to summarize
and transmit those forms on a single Form 1096.
The election is made annually by using only one Form
1096 to summarize and transmit the Forms 1087 and 1099.

Information Returns: Time to Furnish for Interest
Sec. 6049
Regs. Sec. 1.6049-3(c)

Statements (Forms 1087, 1099) to recipients of interest
payments must be furnished after November 30 of the
year in which paid and before January 31 of the fol
lowing year. However, the statement may be furnished
after September 30 if furnished with the final interest pay
ment for the year. In any case, no statement may be fur
nished before the final interest payment for the calendar
year has been paid.

§ 6056

Information Returns: Private Foundations
Sec. 6056(c)
Form 990-AR

The annual report of a private foundation may be pre
pared in any legible form the foundation chooses.
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To prepare the report, the foundation may use Form
990-AR, or any other type of report containing the informa
tion required by Sec. 6056(b).

§ 6056

Computations on Returns: Whole Dollar Amounts

§ 6102

Sec. 6102
Regs. Sec. 301.6102-1(a)

To the extent permitted by any Internal Revenue form
or its instructions, fractional dollar amounts on returns or
other documents may be rounded to the nearest whole
dollar.
The choice of rounding to whole dollars is made by
filing the return, declaration, or statement and reflecting
whole dollar amounts thereon.
This election is made annually and may not be revoked
after the time for filing the particular return (including
extensions).

Computations on Returns: Fractional
Dollar Amounts
Sec. 6102
Regs. Sec. 301.6102-1(b)

A taxpayer may elect to use fractional dollar amounts on
any Internal Revenue form notwithstanding that such
forms or their instructions call for the use of whole dollar
amounts.
The election to use fractional amounts in lieu of whole
dollars is made by using fractional amounts when filing
a return.
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The election is made annually and may not be revoked
after the time for filing the particular return (including
extensions).

Installment Payment of Tax: Corporations
Sec. 6152(a)(1)
Regs. Sec. 1.6152-1(a)
Form 7004

A corporation may elect to pay its unpaid tax for the
year in two equal installments instead of making a single
payment. The installments will fall due as follows:
• 50 percent of the tax on or before the date pre
scribed for payment of the tax as a single payment, and
• the remaining 50 percent on or before three months
after the due date of the first installment.
The corporation can make the election by paying 50
percent of the tax due with its timely filed income tax
return or it can file Form 7004 (Application for Automatic
Extension of Time to File Corporate Income Tax Return)
as provided in Regs. Sec. 1.6081-3 and pay 50 percent of
the tax at such time.

Installment Payment of Tax: Estates
Sec. 6152(a)(2)
Regs. Sec. 1.6152-1(b)

Fiduciaries of estates of decedents may elect to pay the
income tax in four equal installments instead of in a single
payment.
The election is made by paying 25 percent of the total
amount due with a timely filed return, and the balance
in installments as prescribed in the regulations.
28-10

Installment Payment of Tax: Highway Vehicles
and Civil Aircraft

§ 6156

Sec. 6156

A taxpayer may elect to pay tax on the use of highway
motor vehicles or civil aircraft in installments as specified
in Sec. 6156(a).
The election is made by filing a timely return and mak
ing the installment payments on the dates specified in
Sec. 6156(b).

§ 6163

Extensions: Estate Tax on Remainder Interest
Sec. 6163
Regs. Sec. 20.6163-1

Where a remainder or reversionary interest is included
in the gross estate, an executor may elect to postpone the
payment of estate tax attributable to that interest until
six months after the termination of the precedent interests
in the property. If the District Director finds undue hard
ship, he may grant further extensions of up to three years.
The executor makes the election by filing, in the form of
a letter, a notice of intention to postpone payment. The
letter should be filed with the District Director before the
date prescribed for payment of the tax.

Extensions: Corporations Expecting Carryback
Sec. 6164
Regs. Sec. 1.6164-2
Form 1138

Corporations expecting a net operating loss carryback
may apply for an extension of time for payment of taxes.
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§ 6166

The taxes to which the extension is to apply need not be
those taxes which are affected by the carryback.
To apply, a statement should be filed on Form 1138 prior
to the due date of the tax. The statements should set forth:
1. That the corporation expects to have a loss carry
back,
2. The estimated amount of the net operating loss,
3. The reasons which cause the corporation to expect
such net operating loss,
4. The amount of expected tax reduction, and
5. The kind of tax and the amount thereof the time for
payment of which is to be extended.
The approval of an extension is subject to examination
by the District Director.

Extensions: Tax on Estate Consisting of a
Closely Held Business
Sec. 6166
Regs. Sec. 20.6166-1

If the value of an interest in a closely held business
which is included in determining the gross estate of a
decedent (who was a citizen or resident of the U. S.) ex
ceeds either 35 percent of the value of the gross estate
or 50 percent of the taxable estate, the executor may elect
to pay the estate tax in two or more (but not exceeding
ten) equal annual installments.
A notice of election to pay the estate tax in installments
should be filed with the District Director on or before
the due date of the return. If the election is made, the
first installment must be paid on or before the date pre
scribed by Sec. 6151 and each succeeding installment must
be paid on or before the date which is one year after the
date prescribed by Sec. 6151.
Note: A protective election may be filed where an estate
does not qualify on the basis of values as returned, but
may qualify later on the basis of values as finally deter
mined. (See Regs. Sec. 20.6166-1(e)(3).)
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Extensions: Expropriation Loss Recovery

§ 6167

Sec. 6167

A corporation may elect to extend the time for payment
of tax attributable to a recovery of foreign expropriation
losses if the portion of the recovery received in money is
less than 25 percent of the total amount of the recovery
and is not greater than the tax attributable to such
recovery.
If the election is made, the tax can be paid in ten equal
installments on the 15th day of the third month in each
of the taxable years following the taxable year of recovery.
No regulations have been issued to date as to how the
election is to be made.

§ 6213

Deficiency Procedures: Choice of Court
Sec. 6213
Regs. Sec. 301.6213-1
Form 870

A taxpayer may obtain a judicial determination of his
case in either the Tax Court, a district court, or the Court
of Claims.
By filing a petition with the Tax Court, a taxpayer may
obtain a judicial determination of his case before paying
the tax. The filing of a petition precludes the Commissioner
from further assessments for the taxable year in question
(Sec. 6212(c)). If the taxpayer allows the 90-day statutory
period following a notice of deficiency to run, or signs
a Form 870 waiving the statutory period, the Commis
sioner will then assess the tax and payment will be re
quired. A claim for refund can then be filed, leading to
suit in either the district court or the Court of Claims.
Note: Under Sec. 6213(b)(3), after a statutory notice of
deficiency has been mailed, the taxpayer may pay the tax
to stop the running of interest without depriving the Tax
Court of jurisdiction.
To elect to be heard in the Tax Court, the taxpayer
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§ 6402

must file a petition within 90 days (150 if addressed to
persons outside the States of the Union and the District of
Columbia) after the mailing of a statutory notice of defi
ciency (Sec. 6212). The petition must contain all relevant
facts and state the taxpayer’s contention of error. In addi
tion, it must be shown that the Tax Court has jurisdiction.
The petition is generally easily withdrawn before the
hearing begins, especially so if an agreement has been
reached between the taxpayer and the Government. Once
the hearing has begun, a motion may be made to with
draw, but it is subject to the discretion of the Court.

Credits and Refunds: Claim for Refund
Sec. 6402(b)
Regs. Sec. 301.6402-3

A taxpayer may elect to treat a return or an amended
return as a claim for refund or credit instead of making a
claim on Form 843.
The election to treat a return as a claim for refund is
evidenced by a statement on the return setting forth the
amount of overpayment and advising whether such amount
should be refunded to the taxpayer or applied as a credit
against the taxpayer’s estimated income tax for the taxable
year immediately succeeding the year of the return.
Once an election is made to have an overpayment re
funded it may not thereafter be changed to have the
overpayment applied on account of estimated taxes.

§ 6411

Credits and Refunds: Quick-Refund Procedure
Sec. 6411(a)
Regs. Sec. 1.6411-1

Forms 1139, 1045

A taxpayer may file an application for a tentative carry
back adjustment (“quick refund”) of taxes for a taxable
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year affected by a net operating loss carryback, an invest
ment credit carryback, or a capital loss carryback.
To elect this quick-refund procedure, an application for
adjustment must be filed on or after the date of the filing
of the return for the taxable year of the net operating
loss, etc. The application must be filed within a period of
12 months from the end of such taxable year. In applying
for a “quick refund,” corporations should use Form 1139.
Individuals and fiduciaries should use Form 1045.

Closing Agreement

6411

§ 7121

Sec. 7121
Regs. Sec. 301.7121-1
Proc. Rules Sec. 601.202
Forms 866, 906

A taxpayer may request a closing agreement regarding
his liability for any Internal Revenue tax:
• for a specific taxable period that has ended, or
• for the treatment of a specific item whether or not
the year involved is past.
To enter into a closing agreement with regard to a full
year that has ended, the taxpayer should file Form 866
(in accordance with Proc. Rules Sec. 601.202 and Mim.
6383, 1949-2 CB 100) with the District Director at any
time prior to the docketing of the case before a court.
If the closing agreement (“ruling”) is requested with
respect to a particular item, the taxpayer should file Form
906. If the item relates to a current or future year, the
form should be submitted to the Rulings Division of the
IRS. If the item relates to a past year, the form should be
submitted to the District Director.
In general, a taxpayer’s offer to enter into a closing
agreement may be withdrawn prior to acceptance by the
IRS.
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§ 7122

Offers in Compromise
Sec. 7122

Regs. Sec. 301.7122-1
Proc. Rules Sec. 601.203
Forms 656, 433

A taxpayer may submit an offer in compromise regard
ing any civil or criminal liability arising under the Internal
Revenue Code.
An offer in compromise should be submitted on Form
656 accompanied by a financial statement on Form 433.
It may be submitted to the Secretary or his delegate at
any time before the case is transferred to the Justice De
partment for prosecution or defense. Thereafter, the offer
must be submitted to the Attorney General or his delegate.
In general, the offer should be accompanied by a remit
tance representing the amount of the compromise offer
or a deposit if the offer provides for future installment
payments.
An offer may be withdrawn by the proponent at any
time prior to its acceptance in which case any monies
tendered with the offer generally will be refunded. Also,
falsification or concealment of assets by the taxpayer, or
mutual mistake of a material fact are grounds for re-open
ing the case after a compromise agreement has been
reached.

§ 7463

Tax Court: Disputes Under $1,000
Sec. 7463(a)
Tax Court Form a-S

A taxpayer may elect, with the concurrence of the Tax
Court, to have small claims procedures apply if the amount
in dispute for any one year does not exceed $1,000. (See
Sec. 7463(e).)
The election is made by filing Form a-S which can
be obtained from the Tax Court. An original and two
28-16

copies of all papers must be filed in “small tax cases.”
At any time before a decision becomes final, either the
taxpayer or the Treasury can request that the case be
heard under normal procedures. Note: Once a Tax Court
decision is rendered under the small claims procedure, it
may not be reviewed by any other court (Sec. 7463(b)).

Tax Court: Appeal of Decision

7463

§ 7483

Sec. 7483

A taxpayer may decide to appeal a Tax Court decision
to a Court of Appeals.
The appeal procedure is initiated by filing a petition for
review with the clerk of the Tax Court within 90 days
after a Tax Court decision is entered. If the Government
files a timely appeal, the taxpayer will have 120 days
within which to file his appeal from the time the decision
was entered.

Tax Court: Bond to Stay Assessment

§ 7485

Sec. 7485(a)

A taxpayer may file a bond with the Tax Court rather
than pay the contested portion of a deficiency determined
by the Tax Court. The amount of the bond will be fixed
by the Tax Court but may not exceed twice the amount
of the contested deficiency. The filing of a jeopardy bond
prior to or at the time a petition for review of a Tax Court
decision is filed will also stay the assessment and collection
of a deficiency determined by the Tax Court.
The bond may be proportionately reduced at the tax
payer’s request by payment of any part of the deficiency as
finally determined.
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§ 7701

Building and Loan Associations:
Character of Loans
Sec. 7701(a)(19)
Regs. Sec. 301.7701-13(k)(1)(ii)

In certain instances, domestic building and loan associa
tions have an option to determine the category of property
being used to secure a loan where the loan is being se
cured by two or more categories of property.
A statement showing the time of determination should
be filed with the return for the taxable year involved.
The election is made annually.

Building and Loan Associations:
Requirements for Qualification
Sec. 7701(a)(19)
Regs. Sec. 301.7701-13(l)(3)

The taxpayer may elect the alternative method of com
puting the percentage of assets needed to be considered
a “domestic building and loan association.” Under this
method, “percentage of assets tests” may be computed on
the basis of average assets outstanding during the taxable
year rather than as of the close of the taxable year.
A statement must be filed with the return showing the
amount of assets in each defined category and giving a
brief description and the amounts of all other assets. If
averages are calculated instead of using end-of-year fig
ures, appropriate information should be included and the
calculation explained. (See Regs. Sec. 301.7701-13(1) (5).)
The method selected must be applied uniformly for the
taxable year to all categories of assets.
This is an annual election and may be changed from
year to year.
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§ 1.9100

Extension of Time for Making Elections
Regs. Sec. 1.9100-1

The regulations provide that at the Treasury’s discretion,
extensions of time may be granted for making certain
elections—provided the time for making the election or
application is fixed by the regulations and not by law.
Reproduced below is the entire text of Regs. Sec.
1.9100-1.
§ 1.9100-1. Extension of time for making certain elections.

(a) In general. The Commissioner in his discretion may, upon
good cause shown, grant a reasonable extension of the time fixed by
the regulations in this chapter for the making of an election or
application for relief in respect of tax under subtitle A of the Code
provided—
(1) The time for making such election or application is not ex
pressly prescribed by law;
(2) Request for the extension is filed with the Commissioner
before the time fixed by the regulations for making such election or
application, or within such time thereafter as the Commissioner may
consider reasonable under the circumstances; and
(3) It is shown to the satisfaction of the Commissioner that the
granting of the extension will not jeopardize the interests of the
Government.
For purposes of this section, an application for an extension of
time for filing a return under section 6081 is not an application for
relief in respect of tax.
(b) Exceptions applicable to elections required to be made prior
to November 20, 1970. Notwithstanding the provisions of paragraph
(a) of this section, the time fixed by the regulations in this chapter
shall not be extended in cases of the following types of elections
and applications required by such regulations to be made prior to
November 20, 1970:
(1) An election required to be made in or with the taxpayer’s
original income tax return;
(2) An election required to be exercised by the filing of a claim
for credit or refund, unless the election is required to be exercised
on or before a date which precedes the date of expiration of the
period of limitations provided in section 6511;
(3) An election required to be filed in a petition to the Tax Court;
(4) An application for permission to change a previous election;

(5) An application for permission to change an accounting
method as described in §§ 1.77-1 and 1.446-1;
(6) An application for permission to change an accounting period
as described in § 1.442-1; or
(7) An application for permission to change the method of treat
ing bad debts as described in § 1.166-1. [Reg. § 1.9100-1.]
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29

Cross-Reference
Index to Revenue
Rulings and
Procedures

Cross-Reference Index to
Revenue Rulings and Procedures
This index is intended as an aid in determining whether particular
elections have been the subject of Revenue Rulings or Revenue Pro
cedures.
By locating the particular Code or Regulations section where an
election is found you will quickly be able to determine whether
Revenue Rulings or Revenue Procedures have been issued concerning
the election.

Code Sec.

Regs. Sec.

Rev. Rul.

2

1.2-1

65-140

3,4

1.3-1; 1.4-2

59-82

46

1.46-3(e)

67- 378
68- 449
68-450
68-545
70-114

46

1.46-3(e) (3) (ii)

67-378
68- 449
68-450
68-545
70-114

47

1.47-1(e)(2)

67- 378
68-545

47

1.47-1(e) (3) (i)

67-378
68-545

47

1.47-4(b)

69- 168
70-458

48

1.48-3(c)(4)

65-118

Rev. Proc.

29-1

Cross-Reference Index
Code Sec.
48

Regs. Sec.
1.48-4(a)

Rev. Rul.
69-272
71-243

59-94

72(h)
1.77-1

56-358
60-211

108

1.108(a)(1),(2)

58-546
67- 200
68-288
70-368
70-406

141

1.141-1(d)(2)

59-82

152(c)

1.152-3

61-52

162

1.162-3

69-81
69-200

165

1.165-11

64-332
67- 459
68- 664
69- 644
70- 655

166(c)

1.166-1, -4

64- 48
65-88
68-321
68- 313
69- 411
69- 548
70- 139

167

1.167(a)-7

58-306
58-601
66-111
68-617
68-618

167(b)

1.167(b)-0

56-256
57-352
59-389
66- 19
67-248
67-286

77(a)

29-2

Rev. Proc.

64-51
70-15

Cross-Reference Index
lode Sec.

Regs. Sec.

167

1.167(d)-1

167(e)

1.167(e)-1(b)

58-420
60-390
64-115
66- 243
67- 50
67-338

167(f)

1.167(f)-1

58-131
63-223

167(m)

1.167(a)-11*

72-10

167(m)

1.167(a)-11(c)(2)*

72-10

167(m)

1.167(a)-11(d) (2)*

72-12

172(b)(3)(C)

1.172-11

66-169

173

1.173-1(c)

57-526
64-127
67-201

174(a)

1.174-3

58-74
58-78
58-356
68-144
70-637

174(b)

1.174-4

71-136

174(a),(b)

1.174-3,-4

175

1.175-1, -6

66-183

179(c)

1.179-1, -2, -3, -4

61-142
63-30
65-173
65-230
65-272

Rev. Rul.

Rev. Pro
57-10
62-21
64- 21
65- 13
66- 18
66-39
68-27
68-35

67-40
68- 26
69-29

69-21

61-5

*Proposed Regs. Sec.
29-3

Cross-Reference Index
Code Sec.

Regs. Sec.

Rev. Rul.
65-308
67-51
67-99
67-156
70-391

180

1.180-1,-2

66-183

182

1.182-1,-6

66-141
66-183

217(d)(2)

1.217-1(d)(2)

68-42

243(b)

1.243-1,-4

56-510
66-72
69- 469
70- 305
70-597

248

1.248

63-259
67-15
70-241

263(c)

1.263(c)-1

67-34
68- 139
69- 332
69-583
69- 590

70-336
70-414
70-596
70- 657
71-206
71-252
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266

1.266-1(c)

64-61
66-247
69-61
69- 105
70- 37
70-39

302(c)(2)

1.302-4

56-556
56-584
57-387
59-119

Rev. Proc

Cross-Reference Index
Code Sec.

Regs. Sec.

Rev. Rul.

Rev. Proc.

59- 233
60- 18
60-192

70- 104
71- 138
71-426
316(b)(2)(B)

1.337-1, -6

65-39

334(b)(2)

1.334-1

71-326

337

1.337-1, -6

65-30
69-32
69-33

341(f)

404(a)(3)(B)

1.404(a)-10

57-88
67-214
69-35

404(a)(6)

1.404(a)-1(c)

63-117
66-144
68-34

441

1.441-1(b)

57-389
57- 589
58- 256
60-51
66-68
67- 173
68- 125
69- 410
69-563

441

1.441-2(c)(1)

65-316

442

1.442-1(b)(2)

60-182
60-268

442

1.442-1(c)

60-51
65-163
65-316
67-173

442
443(b)

63-7

63-7
66-6

66-50
1.443-1(b)(2)(v)(a)

65-163
29-5

Cross-Reference Index
Code Sec.

29-6

Regs. Sec.

Rev. Rul.

446

1.446-1(e)

59- 285
60- 243
64- 278
65-287
68-98

451

1.451-5

453

1.453-1,-7,-8

59-343
65-297
70-152

453

1.453-1(c),-8(b)

65-297
71-352
71-420

454

1.454-1

55-655
58-435
64-89
68-145

455

1.455-6(a),(b)

71-139

471

1.471-2-8

70-541
70- 563
71- 234

471

1.471-6

60-60

472

1.472-8

62-77
71-351

545(c)

1.545-3(e)

68-514

547

1.547-2

57-305

593

1.593-7(c)(2)

66-82

Rev. Proc.
63- 14
64- 51
65- 32
66- 7
67- 10
67- 40
68-26
69- 29
70- 15
70-16
70- 27
71- 248
71-351
71-429
71-21

59-1
63-1

Cross-Reference Index
Code Sec.

Regs. Sec.

Rev. Rul.

Rev. Proc.

68-420
68-475
70- 256
71- 333

612

1.612-3(b)(3)

67-25
69- 467
70- 20

612

1.612-3(c)(1)

55-118

612

1.612-4(a),(d),(e)

67- 34
68- 139
69- 332
69-583
69- 590
70- 336
70-414
70-596
70- 657
71- 206
71-207
71-252

614(b)(2)

1.614-8

68-186

614(e)

1.614-5(d)

67-205

617(a)(1)

15.1-1,-2

70-287
70-289

631(a)

1.631-1

58-135
58-295
58-579
60- 244
61- 57

642(g)

1.642(g)-1

58- 484
59- 32
63-27
63-240
67-304
71-173

703(b)

1.703-1(b)(1)

66-141
66-191

743

1.743-1

57-347
29-7

Cross-Reference Index
Code Sec.

29-8

Regs. Sec.

Rev. Rul.

754

1.754-1

57-347
66-325

755(a)(2)

1.7554(a)(2)

57-347

761(a)

1.761-1(a)(2)(iv)(a)

56-500
68-344

761

1.7614(a)(2)(iv)(b)

57-215
58- 465

818(c)

1.818-4

65-143
65-238
67-43

820(a)

1.820-2

70-508

858(a)(2)

1.8584(b)

64-30
69-191

901(a)

1.901-1

67-308

902

1.902-3(c)(5)

65-148
68-641
71-65
71-141
71-406

904(a)(2)

1.9044(b),(d),(e)

65-273
68-622
69-121
69-518
71-432

905(a)

1.905-1

58-55
59- 101
61-93

964

1.9644(b)(2),
(c)(3),(c)(7)

68-641

964(a)

1.9644(c)(2)

68-641

964(a)

1.9644(f)

68-641

964(a)

1.964-1(d)(1)(ii)(c)

68-641

964(a)

1.9644(d)(1)(iv)

68-641

964(a)

1.9644(d)(2)

68-641

Rev. Proc.

56-9

Cross-Reference Index
Code Sec.

Regs. Sec.

Rev. Rul.

964(a)

1.964-1(d)(6)

68-641

964(a)

1.964-1(f)

68-641

970(c)(4)

1.970-2

69-549

Rev. Proc.

72-12

992(b)(1)
1033(a)(3)(A)

1.1033(a)-2

60-69
63-127
70-376
70-501
70-502

1071(a)

1.1071-1,-2,-3,-4

66-33

1247(a)

1.1247-1

65-220

1372

1.1372-1,-2,-3, -4

58-516
71-266

61-30
64-20

1372

1.1372-3(b)

62-116
66-116
68-227
71-102
71-287

61-30
64-20

1375

1.1375-4(c)

71-102
71-272

1492

1.1492-1

70-111

1501

1.1502

67-146
67-263
69-163

1502

1.1502-4(b)

69-518

1502

1.1502-5(a)

67-334
69-622

67-32

1502

1.1502-75(a)(1)

67-146
63-263
69-163

70-4

1502

1.1502-75(c)

67-263

70-4

1502

1.1502-76(b)(5)(i)

69-163

70-4
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Cross-Reference Index
Code Sec.

1502

Regs. Sec.

1.1502-76(c)

1504(d)

Rev. Rul.

69- 163
70-378
69- 182
70- 379

1552

1.1552-1

66-374

1561

1.1561-3(a)

70-526

2032

20.2032-1

58-576
61-128
64-105
71-317

3121(k)(1)

31.3121(k)-1

71-276

3401

31.3401(a)-1(b)(8)(ii)

3402

31.3402(g)-1

58-113
66-190
66-294
67- 131

3402(j)

31.3402(j)-1

57-18
68-216

3402(p)

31.3402(p)-1

71-275
71-389
71-550

67-43
57-1

6013(a)

1.6013-1

67- 191
68-277
70-216

6013(a)

1.6013-2

70-632

6015(b)

1.6015(b)-1

70-216

6033

1.6033-1(d)

60-169
60-364

6038

1.6038-2(k)

63- 116
64- 291

6042

1.6042-2(e)

6042

1.6042-4

65-32

6046

1.6046-1(e)(1)

63- 116
64-291

29-10

Rev. Pro

71-20

Cross-Reference Index
Rev. Rul.

:ode Sec.

Regs. Sec.

6047

1.6047-1(a)(5)

6049

1.6049-3(c)

65-32

6152(a)(1)

1.6152-1(a)

58-523
68-258

Rev. Proc.
67-19

6213

301.6213-1

66-17

6402(b)

301.6402-3

57-501

6411(a)

1.6411-1

67-313

7121

301.7121-1

68-16

7122

301.7122-1

57-41
64-44
66-53
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Appendix:
IRS Tax
Election Forms

Form 433
DEPARTMENT OF THE TREASURY - INTERNAL REVENUE SERVICE

FORM 433
(REV. JAN. 1970)

STATEMENT OF FINANCIAL CONDITION AND OTHER INFORMATION
(To be filed in duplicate with offer in compromise)

Please submit information requested on this form with your offer in compromise, if offer is based wholly or partly on inability to pay
the liability. If you need help in preparing this statement, contact your local office of District Director of Internal Revenue. It is im
portant that all applicable questions be answered fully. The careful filling out of this form will expedite the consideration of your offer.
1A. NAMES OF TAXPAYERS

1B. SOC. SEC. NO.

1D. BUSINESS ADDRESS

1E. BUS. TEL. NO.

1F. HOME ADDRESS

1G. HOME TEL. NO.

1C. EMPLOYER IDENT. NO.

2. NAME AND ADDRESS OF
REPRESENTATIVE, IF ANY

3. If proponent is not taxpayer
3C. RELATIONSHIP TO TAXPAYER

3B. ADDRESS OF PROPONENT

3A. NAME OF PROPONENT

(partner, president, father, etc.)

4. Kind of tax involved

Amount offered

Taxable period

Unpaid liability

4A.
4B.
4C.
4D.

4E.
5. Due and unpaid federal taxes, except those covered by this offer in compromise_________________________________________________________________

______ KIND OF TAX______________________________________ TAXABLE PERIOD________________________________________ UNPAID LIABILITY_________
5A.________________________________________________________________________________________________________________________

5B.____________________________________________________________________ ____________________________________________________________________________
5C.________________________________________________________________________________________________________________________

6. List names of banks and other financial institutions you hove done business with at any time during past 3 years._______________________________
_________________________ NAME AND ADDRESS____________________________________________________ NAME AND ADDRESS___________________________
6B.

6A.

6E. DO YOU RENT A SAFETY DEPOSIT BOX IN YOUR NAME OR IN ANY OTHER NAME? (If "yes” give name and address of bank)
□ YES

□ NO

7. If income withholding or employment tax involved, complete 7a through 7f inclusive

7A. WERE THE EMPLOYEES* INCOME WITHHOLDING OR EMPLOYMENT TAXES, DUE FROM EMPLOYEES ON WAGES
RECEIVED BY THEM WITH RESPECT TO EMPLOYMENT, DEDUCTED OR WITHHELD FROM THE WAGES
PAID DURING ANY PERIOD MENTIONED ABOVE?
□ YES
7B. IF SO, WAS THE TAX PAID TO
INTERNAL REVENUE SERVICE
OR DEPOSITED?
□ YES
□ NO

7D.

7C.

NO
□

IF DEDUCTED BUT NOT PAID OVER, WHAT DISPOSITION WAS MADE OF THE AMOUNTS
DEDUCTED?

7E. IF DISCONTINUED, WHEN?

HAS BUSINESS IN WHICH YOU INCURRED SUCH TAXES BEEN DISCONTINUED?

(Date)

7F. WHAT DISPOSITION WAS MADE OF ASSETS OF DISCONTINUED BUSINESS?

8. Offer filed by individual
8B. AGE OF SPOUSE

8A. NAME OF SPOUSE

8D. DEPENDENT CHILDREN OR RELATIVES

NAME

RELATIONSHIP

8C. AGE OF TAXPAYER

AGE

(1)

(21

(3)
(4)

(5)
(6)

(7)

form433(page

1)(rev. 1-70)
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Form 433
Furnish your most recent financial information in separate columns below the cost and fair market value of each asset. List all
assets directly or indirectly owned and all interests in estates, trusts, and other property rights, including contingent interests and
remainders.
THIS STATEMENT IS AS OF

9.

(Date)

Statement of assets and liabilities

9A.

ASSETS

COST •

(1) CASH

$

(2) CASH SURRENDER VALUE OF INSURANCE

FAIR MARKET VALUE

$

(See item 10)

(See item 12A)
(4) NOTES RECEIVABLE (See item 12B)
(5) MERCHANDISE INVENTORY (See item 13)
(3) ACCOUNTS RECEIVABLE

(See item 14)

(6)

REAL ESTATE

(7)

FURNITURE AND FIXTURES

(See item 23)
(See item 15)

(8) MACHINERY AND EQUIPMENT
(9)

TRUCKS AND DELIVERY EQUIPMENT

(See item 16)

(See item 16)
(1) SECURITIES (See item 17)
00)

AUTOMOBILES

(12)
13)

14)

15)
16)
17)

18)
(19)

(20)

(21)
(22)
(23)

(24)
(25)
(26)

Total assets

(27)
9B.
(1)

LOANS ON INSURANCE

$

$

AMOUNT

LIABILITIES

(See items 10 & 11)

$

(2) ACCOUNTS PAYABLE

(2)

NOTES PAYABLE

(4) MORTGAGES

(See item 14)

(5) ACCRUED REAL ESTATE TAXES

(See item 14)

(See item 28)
(7) RESERVES (Itemize)
(6) JUDGMENTS

(6)
(9)

(10)
(11)

(12)

(13)
(14)
(15)

(16)

(17)
(18)
(19)

(20)
(21)

(22)

*(Less depreciation, if any)

30-2

Total liabilities

$
FORM

433(PAGE

2)(REV. 1-70)

$

$

$

Form 433
10. Life insurance policies now in force with right to change beneficiary reserved

NUMBER OF POLICY

AMOUNT
OF
POLICY

NAME OF COMPANY

s

$

10A.

PRESENT
CASH SUR
RENDER
VALUE PLUS
ACCUMU
LATED
DIVIDENDS

POLICY
LOAN

DATE
MADE

AUTOMATIC
PREMIUM
PAYMENTS*

DATE
MADE

S

$

10B.
10C.
10D.

10E.
10F.

10G.
10H.
10I.
10J.

*Show only those made prior to date notice of levy was served on the insurance company.
11. Life insurance policies assigned or pledged on indebtedness

If any of the policies listed in item 10 above are assigned or pledged on indebtedness, except with insurance companies, give the

following information with respect to each policy:
NO. OF POLICY AS
SIGNED OR PLEDGED

AMOUNT OF
INDEBTEDNESS

NAME AND ADDRESS OF PLEDGEE OR ASSIGNEE

DATE PLEDGED
OR ASSIGNED

11A.

11B.
11C.

11D.
HE.
11F.

11G.

12. Accounts and notes receivable
BOOK
VALUE

NAME

LIQUIDATION
VALUE

AMOUNT OF INDEBT
EDNESS IF PLEDGED

DATE PLEDGED

12A. ACCOUNTS RECEIVABLE
(1)
(2)
(3)

(4)
(5)
(6)

(7)
(8)
(9)

(10)
(11)
(12)

Total

$

$

$

$

$

$

$

$

$

12B. NOTES RECEIVABLE

(1)
(2)
(3)
(4)

(5)
(6)
(7)

(8)
(9)
(10)

(11)

Total

FORM

433

(PAGE 3) (REV. 1-70)
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Form 433
13. Merchandise inventory

DESCRIPTION

FAIR MARKET
VALUE

COST

13A. RAW MATERIAL

AMOUNT OF
INDEBTEDNESS
IF PLEDGED

LIQUIDATION
VALUE

$

$

S

$

$

$

DATE PLEDGED

$

13B. WORK IN PROGRESS
13C. FINISHED GOODS
13D. SUPPLIES

13E. OTHER (Specify)

Total

13F.

14.

$

Real estate

DESCRIPTION

FAIR MARKET
VALUE

COST*

14A.

S

$

$

$

BALANCE DUE
ON MORTGAGE

DATE MORTGAGE
RECORDED

S

UNPAID
INTEREST AND
TAXES

$

14B.
14C.
14D.

14E.
14F.

14G.
14H.
Total

14I.

15.

$

$

Furniture and fixtures — Machinery and equipment

DESCRIPTION

AMOUNT OF
INDEBTEDNESS
IF PLEDGED

LIQUIDATION
VALUE

COST*

15A. FURNITURE AND FIXTURES (Business)

$

$

$

$

$

$

$

$

s

$

$

$

DATE PLEDGED

15B. FURNITURE (Household-residence)
15C. MACHINERY (Show type etc., specify)

15D.

15E.
1SF.

15G. EQUIPMENT (Except trucks and automobiles —specify)

15H.
15I.

15J.
15K.

Total

16. Trucks and automobiles

16A. TRUCKS

16B.

16C.
16D.

16E.
16F.

16G. AUTOMOBILES (Personal of used in business)
16H.
16I.
16J.

16K.

16L.

16M.

•(Less depreciation, if any)

30-4
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(Bonds, stocks, etc.)

17. Securities

NAME OF COMPANY

NO. OF
UNITS

AMOUNT of
INDEBTEDNESS
IF PLEDGED

FAIR MARKET
VALUE

COST

17A.

$

S

$

$

DATE PLEDGED

$

17B.
17C.
17D.

17E.

17F.
17G.

17H.
$

Total

17I.
18. Judgments

AMT. OF JUDGMENT

NAME OF CREDITOR

18A.

DATE RECORDED

WHERE RECORDED

s

18B.
18C.
18D.

19. Statement

$

Total

18E.

of

income — Corporation

IMPORTANT: If corporation submits offer in compromise, furnish information requested below from income tax returns, as adjusted,
for past 2 years and from records for current year from January 1 to date.

19A . GROSS INCOME

19

JAN.1 TO

19

$

S

$

$

$

$

$

(1) GROSS SALES OR RECEIPTS (less returns and allowances. S

19

(2) COST OF GOODS SOLD
(3) GROSS PROFIT-TRADING OR MANUFACTURING
(4) GROSS PROFIT-FROM OTHER SOURCES
(5) INTEREST INCOME
(6) RENTS AND ROYALTIES

(7J GAINS & LOSSES (From Sched. D)
(8) DIVIDENDS
(9) OTHER INCOME (Specify)

(10)

Total income

19B. DEDUCTIONS
(1) COMPENSATION OF OFFICERS

(2) SALARIES & WAGES (Not deducted elsewhere)

(3) RENTS
(4) REPAIRS

(5) BAD DEBTS
(6) INTEREST
(7) TAXES
(8) LOSSES
(9) DIVIDENDS

(10) DEPRECIATION AND DEPLETION
(11) CONTRIBUTIONS

(12) ADVERTISING
(13) OTHER DEDUCTIONS (Specify)
(14)
(15)

Total deductions

19C.

Net income (toss)

19D.

Nontaxable income

19E.

Unallowable deductions

$

$

$

$

5

$
$

FORM
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20. Salaries paid to principal officers and dividends distributed — Corporation

IMPORTANT: If corporation submits offer in compromise, show salaries paid to principal officers for past 3 years and amounts
distributed in dividends, if any, during and since the taxable years covered by this offer.

20A. SALARIES PAID TO (Name and Title)

19

(1)

, PRESIDENT

(2)

, VICE PRESIDENT

(3)

19

19

TREASURER
SECRETARY

(4)
(5)

(6)
Total

(7)
20B.

(1)

YEAR

DIVIDENDS PAID

YEAR

$
DIVIDENDS PAID

(15)

(8)

$

(2)

(9)

(16)

(3)

(10)

(17)

(4)

(11)

(18)

(5)

(12)

(19)

(6)

(13)

(7)

$

$

YEAR

(20)

(14)

D VIDENDS PAID
$

Total

21. Statement of income — Individual

IMPORTANT: If individual or estate submits offer in compromise, furnish information requested below from income tax returns as ad
justed for past 2 years.
21A. GROSS INCOME

(1) SALARIES, WAGES, COMMISSIONS

19

19

$

$

$

$

(2) DIVIDENDS
(3) INTEREST
(4) INCOME FROM BUSINESS OR PROFESSION
(5) PARTNERSHIP INCOME

(6) GAINS OR LOSSES (FromSched. D, Form 1040)
(7) ANNUITIES AND PENSIONS
(8) RENTS AND ROYALTIES

(9) INCOME FROM ESTATES AND TRUSTS

(10)
(11)
(12)
(13)
(14)
(15)

Total income

21B. DEDUCTIONS

$

(1) CONTRIBUTIONS
(2) INTEREST PAID
(3) TAXES PAID
(4) LOSSES BY FIRE, STORM, ETC.
(5) MEDICAL EXPENSES

(6) BAD DEBTS
(7)

(8)
(9)
(10)
(11)

(12)

Total deductions

$

$

21C.

Net income (loss)

$

$

21D.

Nontaxable income

$

$

21E.

Unallowable deductions

*
FORM
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22. Receipts and disbursements - Individual

TO

FROM

If offer in compromise is submitted by an individual or on behalf of an estate furnish below a complete analysis of receipts and dis
bursements for the past 12 months.
22A. RECEIPTS
AMOUNT

SOURCE FROM WHICH RECEIVED

DESCRIPTION

$

(1) SALARY
(2) COMMISSIONS
(3) BUSINESS OR PROFESSION
(4) DIVIDENDS
(5) INTEREST RECEIVED
(6) ANNUITIES OR PENSIONS

(7) RENTS AND ROYALTIES
(8) SALE OF ASSETS (Net Ami. Rec'd)
(9) AMOUNTS BORROWED
(10) GIFTS

(11)
(12)
(13)
(14)
(15)
(16)
(17)

(18)
Total receipts

$

22B. DISBURSEMENTS
AMOUNT

DESCRIPTION

(1) DEBT REDUCTION
(2) INTEREST PAID
(3) FEDERAL TAXES
(4) OTHER TAXES
(5) INSURANCE PREMIUMS

(6) MEDICAL EXPENSES
(7) AUTOMOBILE EXPENSE
(8) SERVANTS WAGES
(9) GIFTS

(10) LIVING EXPENSES (Itemize)

Total disbursements

$
FORM

433 (PAGE 7) (REV. I-70)
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23. Disposal of assets — Have you disposed of any assets or property with a cost or fair market value at the time of sale, transfer, ex
change, gift or other disposition in excess of $500, except for full value, from the beginning of the taxable period covered by this of
fer in compromise to the present date?
□ YES

□NO

(If answer is "Yes” submit following information)
FAIR MARKET
VALUE WHEN
TRANSFERRED

DATE OF
TRANSFER

DESCRIPTION OF ASSET

$

CONSIDERATION
RECEIVED

RELATIONSHIP OF TRANSFEREE
TO TAXPAYER

$

24. Interest in or beneficiary of estate or trust — Have you any life interest or remainder interest, either vested or contingent in any trust
or estate, or are you a beneficiary of any trust?

□ YES

□ NO

(If "Yes,” furnish copy of instrument creating trust or estate — Also give the following information)
VALUE OF YOUR
INTEREST

PRESENT VALUE
OF ASSETS

NAME OF TRUST OR ESTATE
$

$

ANNUAL INCOME RECEIVED
FROM THIS SOURCE
$

25. Grantor, donor, trustee or fiduciary — Are you the grantor or donor of any trust, or the trustee or fiduciary for any trust?

YES

(If "Yes,” submitcopy of instrument creating trust. Also give value of corpus of trust at present time and any other information per
tinent to your case.)
□ NO

26. Any other assets or interests in assets - Have you any other assets or an interest in assets either actual or contingent, other than
those listed herein? (i.e. Profit sharing plan and pension plan)
□ YES
□ NO
(If "Yes,” describe such assets fully)

27A. ARE FORECLOSURE PROCEED

27B. IF "YES," GIVE LOCATION OF REAL ESTATE.

INGS PENDING AT THE PRESENT TIME
ON ANY REAL ESTATE WHICH YOU
OWN OR HAVE AN INTEREST?

□ YES

□ NO

□ YES

28A. ARE BANKRUPTCY OR RECEIVERSHIP PROCEEDINGS PENDING?
□ YES

27C. WAS THE GOVERNMENT MADE
A PARTY TO THE SUIT?

□ NO

28B. IF A CORPORATION, IS IT IN PROCESS OF LIQUIDATION?
□ YES

□ NO

□ NO

29. If sum offered in compromise is borrowed money, give name and address of lender and list collateral, if any, pledged to secure the loan.

30. Prospect of increase in value of assets or in present income

(Give general statement).

31. Affidavit

Under penalties of perjury, I declare that the statements and information are to the best of my knowledge and belief true, cor
rect, and complete and that I have no assets, owned either directly or indirectly, or income of any nature other than as shown in this
statement.

31A. THIS STATEMENT IS AS OF

31B . SIGNATURE

(Date)

U. S. GOVERNMENT PRINTING OFFICE :
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Form 656
DEPARTMENT OF THE TREASURY - INTERNAL REVENUE SERVICE

FORM 656
(REV. MAY 1 970)
NAMES AND ADDRESS OF TAXPAYERS

FOR OFFICE USE ONLY
SERIAL NUMBER
INDICATE WHETHER
OFFER IS - (Check appli
cable box)

SOCIAL SECURITY AND EMPLOYER
IDENTIFICATION NUMBERS

COMMISSIONER OF INTERNAL REVENUE

1.

(Cashier's stamp)

□

CASH (Paid in full)

□

deferred payment

AMOUNT PAID

DATE

TO

To be filed in
duplicate

OFFER IN COMPROMISE

$

This offer is submitted by the undersigned to compromise a liability resulting from alleged violations of law or failure to

pay an internal revenue liability as follows:________________________________________________________________________________________________ _
(State specifically the alleged violation involved, the kind of unpaid tax liability, and each

period involved)

2. The total sum of $

paid in full or payable

deferred payment basis as follows1/:
(See footnote1/ on the back of this form)

together with interest at the rate of 6 percent a year on the deferred payments, if any, from the date the offer is accepted until paid in
full, is hereby tendered voluntarily with the request that it be accepted in compromise of the above-described liability and any accrued
interest on the liability covered by this offer.
3. In making this offer, and as a part consideration thereof, the proponents agree (a) that all payments and other credits made to
the accounts for the periods covered by this offer shall be retained by the United States; (b) that any and all amounts to which the
proponents may be entitled under the internal revenue laws, due through overpayments of any tax or other liability, including interest
and penalties, made for periods ending prior to or during the calendar year in which this offer is accepted, (and which are not in ex
cess of the difference between the liability sought to be compromised and the amount herein offered) shall also be retained by the
United States. Any such refund received after this offer is filed will be returned immediately.
4. It is further agreed that upon notice to theproponentsof the acceptance of this offer in compromise, the proponents shall have
no right to contest in court or otherwise the amount of the liability sought to be compromised; and that in the event this offer is a de
ferred payment offer and there is a default in payment of any installment of principal or interest due under the terms of the offer, the
Commissioner of Internal Revenue (or his delegate), at his option, (a) may proceed immediately by suit to collect the entire unpaid bal
ance of the offer; or (b) may proceed immediately by suit to collect as liquidated damages an amount equal to the liability sought to be
compromised, minus any deposits already received under the terms of the offer in compromise, with interest on the unpaid balance at
the rate of 6 percent a year from the date of default; or (c) may disregard the amount of the offer and apply all amounts previously de
posited thereunder against the amount of the liability sought to be compromised and may, without further notice of any kind, assess
and collect by levy or suit the balance of the liability, the right of appeal to the Tax Court of the United States and the restrictions
against assessment and collection being hereby waived.
5. The following facts and reasons are submitted as grounds for acceptance of this offer:__________________________________________

(If space is insufficient attach supporting statement)

6. The undersigned proponents waive the benefit of any statute of limitations applicable to the assessment and collection of
the liability sought to be compromised, and agree to the suspension of the funning of the statutory period of limitations on assess
ment and collection for the period during which this offer is pending, or the period during which any installment remains unpaid,
and for one year thereafter.
7. It is understood that this offer will be considered and acted upon in due course and that it does not afford relief from the lia
bility sought to be compromised unless and until it is accepted in writing by the Commissioner or his authorized representative, and
there has been full compliance with the terms of the offer.
Waiver of statutory period of limitations is hereby accepted for
the Internal Revenue Service by:

SIGNATURE

TITLE

Under penalties
offer, including
the best of my
plete.
SIGNATURES OF

of perjury I declare that I have examined this
accompanying schedules and statements, and to
knowledge and belief, it is true, correct, and com

PROPONENTS

DATE

FORM

656 (REV. 5-70)
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transcript of account
LIABILITY INCURRED BY (List taxpayers included under same Account No.)

DATE NOTICE OF LIEN FILED

KINO OF LIABILITY (Complete description)

PLACE NOTICE OF LIEN FILED

WAS BOND FILED?
(If “Yes,” attach copy)
□ YES

WERE ASSETS PLEDGED AS SECU
RITY? (If “Yes,” attach complete
information)

□

yes

PERIODS INVOLVED AND DATES RETURNS FILED FOR
OFFERS INVOLVING DELINQUENCY PENALTIES ONLY

□ NO

□ NO

WERE TAX COLLECTION WAIVERS
FILED? (If “Yes,” attach copies)

□ no

□ YES

RECORD OF ASSESSMENTS AND PAYMENTS
tax

PERIOD
ENDED

(1) ACCOUNT NUMBER
(2) ASSESSMENT DATE

(a)

(b)

DEBITED
(Enter Codes
P - Penalty
In - Interest)
(c)

CREDITED
AMOUNT

DATE

(d)

(e)

PD
CR
AB
(f)

(1) BALANCE DUE
(2) DATE OF FIRST NOTICE
(g)

REMARKS

I certify that the foregoing information regarding the accounts of the taxpayers named above is true and complete for the taxes spe
cified and the periods stated and that all assessments and payments of tax, penalty and interest, and all abatements, credits, and
refunds relating to them as disclosed by the records of this office are shown herein.
If this offer is paid in full at the time it is filed, no entries
1/
should be made in the space left for listing deferred payment in
formation in item 2 on the front of this form. If this is a deferred
payment offer, show (a) the amount deposited at the time of filing
this offer; (b) any amount deposited on prior offers, which are
applied on this offer; (c) the amount of each deferred payment and
the date on which each payment is to be made. (Amounts payable
after the filing date of the offer, including amounts payable upon
notice of acceptance, constitute deferred payments.)
GPO : 1870
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709

United States Quarterly Gift Tax Return

Form
(Rev. Sept. 1971)
Department of the Treasury
Calendar quarter ending (month and year) ►.................. . ............... ................................. .
Internal Revenue Service
Social Security Number
Donor's lest name
Donor's first name and middle initial

Address (number and street)

Residence (domicile)

City, State, and ZIP code

Citizenship

If you (the donor) filed a previous Form 709, has your address changed................................................................................................... □ Yes

□ No

A. Have you (the donor), during the calendar quarter indicated above, without an adequate and full consideration in money or money's
worth, made any transfer exceeding $3,000 in value for the calendar veer for regardless of value if a future interest)? (See section 1 of
the Instructions for treatment of gifts in more than one quarter which aggregate more than $3,000.)
Check one

Yes
1. By the creation of a trust?..................................................................................................................................... •

No

..................................................................

or the making of additions to a trust previously created?..........................................................................................................................................................
in either case for the benefit of a person or persons other than yourself, end with respect to which you retained no power to revest the
beneficial title to the property in yourself or to change the beneficiaries or their proportionate benefits; or by relinquishing every such power
that was retained in a previously created trust?......................................................................................................................................................................

2. By permitting a beneficiary, other than yourself, to receive the Income from a trust created by you and with respect to which you retained
the power to revest the beneficial title to the property in yourself or to change the beneficiaries or their proportionate benefits? ....

3. By the purchase of a life insurance policy?..................................................................................................................................................................................
or the payment of a premium on a previously issued policy?....................................................................................................................................................
the proceeds of which are in either case payable to a beneficiary other than your estate, and with respect to which you retained no power
to revest the economic benefits in yourself or your estate or to change the beneficiaries or their proportionate benefits; or by relinquishing
every such power that was retained in a previously issued policy?........................................................................................................................................

4. By permitting another to withdraw funds from a Joint bank account which were deposited by you?.............................................................................
5. By conveying title to another and yourself as joint tenants?.....................................................................................................................................................

6. By conveying title to your spouse and yourself as tenants by the entirety or as Joint tenants with right of survivorship?..........................................
(It "Yes," see section 9 of the instructions.)

7. By the exercise or release of a power

appointment, except as provided in the Gift Tax Regulations?........................................................................

8. By any other method, direct or Indirect?........................................................................................................................................................................................
If the answer is "Yes" to any of the foregoing, such a transfer (other than the creation of a Joint tenancy with your spouse in real property
with right of survivorship, or addition thereto, which you do not elect to treat as a gift) should be fully disclosed in Schedule A.
B. Gifts of husband and wife to third parties.—Do you consent to have the gifts by both you and your spouse to third parti—
during the calendar quarter(s) considered as having been made one-half by each of you? (See section 8 of instructions.) .
If the answer is "Yes,” the following information must be furnished and the consent shown below signed by your spouse

1. Name of spouse

1a. Social Security Number

2. If the consent is effective for gifts made in a previous quarter(s) of the calendar year and no return was filed for such previous quarter
(see section 1 of the instructions) end such gifts ere being reported on this return (see section 10 of the instructions), state the previous
quarters) ending (month and year) in addition to the current quarter ending (month and year)-

3. Were you married during the entire calendar quarter(s)?.................................................................................................................................. ......

.

4. If the answer to 3 is "No,” check whether □ married, □ divorced, or □ widowed; and give date
5. Will a gift tax return for this calendar quarter be filed by your spouse?.......................................................................................................................

Consent of Spouse
I consent to have the gifts made by both me and my spouse to third parties during the calendar quarter(s) considered ashavingbeen made one-half byeach of us.

Date_______

Signature of spouse

...................... —.

Computation of Tax
1. Enter the amount from line j. Schedule A....................................................................................................................................................

2. Enter the amount from line c. Schedule B....................................................................................................................................................

Total (item 1 plus item 2)......................................................................................................................................................................

$_____________________

4. Tax computed on item 3 (See "Table for Computing Gift Tax" in separate instructions.)............................................................

$--------------------- ------

3.

5. Tax computed on item 2 (See "Table for Computing Gift Tax" in separate instructions.)............................................................
6. Tax due (item 4 minus item 5).................................................................................................................................................... .....

.

.

$

Under penalties of perjury, I declare that I have examined this return, including any accompanying schedule* and statement!, and to the best of my knowledge and belief it is true,
correct, and complete. If prepared by a person other than taxpayer, bis declaration la based on all information of which he has any knowledge.

(Signature of taxpayer)

(Date)

(Signature of preparer other than taxpayer)

(Date)

(Address of preparer other than taxpayer)

•48—16—61455-1
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SCHEDULE A—Computation of Taxable Gifts
number

Description of gift, and donee's name and address

Value at date of
gift

of

Donor's adjusted
basis of gift

$

$

$.............................

(a) Total gifts of donor................................................................................................................................................................
(b) Less one-half of items.................. to.................... attributable to spouse (see section 11 of instructions)

.

$............................

(c) Balance........................................................................................................................................................................................
(d) Gifts of spouse to be included (from line b of spouse’s return) (see section 11 of instructions) ....

$....................................

(e) Total gifts..................................................................................................................................................................................

(f)

Less total exclusions not exceeding $3,000 for the calendar year for each donee (except gifts of future interests)

(g)

Total included amount of gifts................................................................................... '...........................................

$............................

(h) Deductions (see sections 16, 17, and 18 of instructions):

(1) Charitable, public, and similar gifts (based on items.................. to.....................less exclusions) .

$..

(2) Marital deduction (based on items.................. to................... .)............................................................ .......

(3) Specific exemption claimed............................................................................................................................. ____

(i) Total deductions (total of lines 1, 2, and 3).................................................................................................................
(j) Amount of taxable gifts (line g minus line i).......................................................................................................................

$

SCHEDULE B—Returns, Amounts of Specific Exemption, and Taxable Gifts for Prior Periods
1. Have you filed Gift Tax Returns for prior periods?..............................................................................................................................................
If "Yes," follow section 19 of instructions in completing Schedule B below.

Calendaryears(priorto 1971)
and calendar quarters (1971
and subsequent years)

• □ Yes

Amount of
specific exemption

Internal Revenue office where prior return was filed

(a) Totals for prior periods (without adjustment for reduced specific exemption)..............................

Amount of
taxable gifts

$

$

$

$............................

(b) Amount, if any, by which total specific exemption, line a, exceeds $30,000 (see section 19 of inst actions)..............................
(c)

Total amount of taxable gifts for prior periods (total, last column, line a, plus amount, if any, line b)........................

(If more space is needed, attach additional sheets of same size)

30-12

□ No

e48—16—81455-1

$

US. GOVERNMENT PRINTING OFFICE

Form 709
Department of the Treasury

Internal Revenue Service

Instructions for
Form 709 (Revised Oct. 1971)
United States
Quarterly Gift Tax Return
These instructions are for the Sept. 1971 revision of Form

1. Requirement of return.—Any
individual citizen or resident of the
U.S. who within a calendar quarter
beginning on or after January 1,
1971, makes a gift (or who, as ex
plained in sections 8 and 10 of these
instructions, is considered as having
made a gift) of a present interest or
a future interest in property to any
one donee must file a gift tax return
on Form 709 for such quarter, sub
ject to the following exceptions: (1)
no return for a calendar quarter is
required for a gift of a present inter
est to any one donee unless in such
quarter, and any preceding quarter
or quarters of the calendar year in
volved, all such gifts to such donee
aggregate more than $3,000, and
(2) certain qualified charitable
transfers (see the fifth paragraph
of this section 1). Gifts of present
interests to any one donee of $3,000
or less made in previous quar
ters of a calendar year must be re
ported on a return for the calendar
quarter at the close of which the
total of such gifts made to such
donee are more than $3,000.
Joint gift tax returns are not per
mitted. The return is required even
though, because of authorized de
ductions, a tax may not be due. The
term ‘‘citizen of the U.S." includes a
person who, at the time of making
the gift, was domiciled in a posses
sion of the U.S. and was a U.S. citi
zen, and who did not acquire his
U.S. citizenship, solely by reason of
his being a citizen of such posses
sion or by reason of his birth or resi
dence within such possession.
A nonresident not a citizen of the
U.S. is similarly required to file a
gift tax return for gifts of tangible
property situated in the U.S. A non
resident not a citizen of the U.S. who
has lost U.S. citizenship may also be
required to file a gift tax return for
gifts of intangible property, shares
of stock issued by a domestic cor

709.

poration, and debt obligations of a
domestic person or domestic gov
ernmental organization. (Sections
2501(a)(3) and 2511(b) of the In
ternal Revenue Code.) As used
above, the term "nonresident not a
citizen of the U.S.” includes a per
son who at the time of making the
gift was domiciled in a possession
of the U.S. and was a U.S. citizen,
and who acquired his U.S. citizen
ship solely by reason of his being a
citizen of such possession or by
reason of his birth or residence
within such possession.
Only individuals are required to
file returns as donors; not trusts,
estates, partnerships, or corpora
tions. However, where gifts are
made by trusts, estates, partner
ships, or corporations, the indi
vidual beneficiaries, partners, or
stockholders become donors and
may incur liability under the Federal
Gift Tax law. Where the donor dies
before filing his return, the executor
of his will or the administrator of his
estate must file the return.

A return for qualified charitable
transfers is not required on a quar
terly basis, but donors must report
such transfers on a return for the
fourth quarter of the calendar year,
or for an earlier quarter for which
the donor is required to file a return
for other than a qualified charitable
transfer. A qualified charitable
transfer is one for which a deduc
tion is allowable under section 2522
for the full amount of the gift. For
any transfer reported as a qualified
charitable transfer, the return shall
be deemed to be a return for the
calendar quarter in which such
transfer was made.

2. Time for filing return.—The
return must be filed on or before the
15th day of the second month fol
lowing the close of the calendar
quarter in which the gifts were

made. The required return cannot be
filed prior to the close of the calen
dar quarter in which the gifts were
made unless the return is for a
deceased donor.
3. Place for filing return.—The

return must be filed at the service
center indicated below for the State
in which the donor has his legal resi
dence or principal place of business
or, if he has neither in the U.S., with
the Internal Revenue Service Center,
11601 Roosevelt Boulevard, Phila
delphia, Pa. 19155, U.S.A.
Returns filed before June 1, 1972
Delaware, District of
Columbia, Maryland, New
Jersey, Pennsylvania,
Virginia

Internal Revenue Service
Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155

Alabama, Florida, Georgia,
Mississippi, North Carolina,
South Carolina, Tennessee

Internal Revenue Service
Center
4800 Buford Highway
Chamblee, Georgia 30006

Indiana, Kentucky,
Michigan, Ohio, West
Virginia

Internal Revenue Service
Center
Cincinnati, Ohio 45298

Arkansas, Colorado, Kansas,
Louisiana, New Mexico,
Oklahoma, Texas, Wyoming

Internal Revenue Service
Center
3651 S. Interregional
Highway
Austin, Texas 78740

Alaska, Arizona, California,
Hawaii, Idaho, Montana,
Nevada, Oregon, Utah,
Washington

Internal Revenue Service
Center
1160 West 1200 South St.
Ogden, Utah 84405

Illinois, Iowa, Nebraska,
North Dakota, South
Dakota, Missouri,
Minnesota, Wisconsin

Internal Revenue Service
Center
2306 E. Bannister Road
Kansas City, Missouri
64170

Connecticut, Maine,
Massachusetts, New
Hampshire, New York,
Rhode Island, Vermont

Internal Revenue Service
Center
310 Lowell Street
Andover, Mass. 01812

Returns filed on or after June 1, 1972
New York City and counties
of Nassau, Rockland,
Suffolk, and Westchester
New York (all other
counties), Connecticut,
Maine, Massachusetts,
New Hampshire, Rhode
Island, Vermont
Alabama, Florida, Georgia,
Mississippi, South Carolina

Michigan, Ohio
Arkansas, Kansas, Louisiana,
New Mexico, Oklahoma,
Texas
Alaska, Arizona, Colorado,
Idaho, Minnesota, Montana,
Nebraska, Nevada, North
Dakota, Oregon, South
Dakota, Utah, Washington,
Wyoming
Illinois, lows,
Missouri, Wisconsin

California, Hawaii

Indiana, Kentucky, North
Carolina, Tennessee,
Virginia, West Virginia

Delaware, District of
Columbia, Maryland,
Pennsylvania,
New Jersey*

Internal Revenue Service
Center
1040 Waverly Avenue
Holtsville, New York 11799
Internal Revenue Service
Center
310 Lowell Street
Andover, Mass. 01812

Internal Revenue Service
Center
4800 Buford Highway
Chamblee, Georgia 30006
internal Revenue Service
Center
Cincinnati, Ohio 45298
Internal Revenue Service
Center
3651 S. Interregional
Highway
Austin, Texas 78740
Internal Revenue Service
Center
1160 West 1200 South St.
Ogden, Utah 84405
Internal Revenue Service
Center
2306 East Bannister Road
Kansas City, Missouri 64170
Internal Revenue Service
Center
5045 East Butler Avenue
Fresno, California 93730
Internal Revenue Service
Center
3131 Democrat Road
Memphis, Tenn. 38110
Internal Revenue Service
Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155

* New Jersey returns filed on or after October 1,
1972, should be mailed to 1040 Waverly
Avenue, Holtsville, N.Y. 11799.
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4. Payment of tax.—The tax
must be paid by the donor on or
before the 15th day of the second
month following the close of the cal
endar quarter in which the gifts were
made and a tax with respect thereto
became payable, unless an exten
sion of time for payment has been
granted.
Check or money order in payment
of the tax should be made payable
to "Internal Revenue Service."
Please write the donor’s social se
curity number on the check or
money order.
Section 6651 provides for addi
tions to the tax for both delinquent
returns and for delinquent payments
of tax unless due to reasonable
cause.
5. Penalties.—The law provides
penalties for willful failure to file a
return on time and for willful at
tempt to evade or defeat payment
of tax.
6. Transfers for a consideration
in money or money's worth.—The
Federal gift tax is not limited in its
imposition to transfers without con
sideration, but extend to sales and
exchanges for less than an adequate
and full consideration in money or
money's worth.
7. Powers of appointment.—The
exercise or release of a power of
appointment may constitute a gift
by the individual possessing such
power. In any case where such ac
tion has been taken, see section
2514 of the Code and the regula
tions thereunder.
8. Gift by husband or wife to
third party.—Section 2513 provides
that if husband and wife consent, all
gifts made by them to third persons
during the calendar quarter may
be considered as made one-half by
each. If the consent is effective, all
gifts by husband or wife to third
persons during the calendar quarter
must be treated in the same way.
An individual is to be considered
as the spouse of another individual
only if he is married to such indi
vidual at the time of the gift and
does not remarry during the remain
der of the calendar quarter. This
provision will apply only for a cal
endar quarter for which both
spouses signify their consent as ex
plained below, and will not apply
Page
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(1) if the consenting spouses were
not married to each other on the
date of gift, (2) if either spouse was
a nonresident not a citizen of the
U.S. on the date of gift, (3) to a gift
by one spouse if he created in the
other spouse a general power of
appointment over the property in
terest transferred. If one spouse
transferred property in part to his
spouse and in part to third parties,
the consent is effective only insofar
as the interest transferred to third
parties is ascertainable at the time
of the gift. If the consent is effective
the liability for the entire gift tax of
each spouse shall be joint and
several.
The consent referred to above
should be signified, by the spouse
filing the return, by answering
“Yes” to question B on the face of
the return and, by the other spouse,
by executing the "Consent of
Spouse" appearing on the face of
the same return. However, it is
sufficient if (1) the consent of the
husband is signified on the wife's
return, and the consent of the wife
is signified on the husband’s return;
(2) the consent of each spouse, is
signified on his own return; or (3)
the consent of both spouses is sig
nified on one of the returns. Where
one spouse files more than one re
turn for a calendar quarter on or be
fore the 15th day of the second
month following the close of such
quarter, the last return so filed will,
for the purpose of determining
whether a consent has been signi
fied, be considered as the return.
The consent may be so signified at
any time after the close of the cal
endar quarter, subject to the follow
ing limitations: (1) The consent may
not be signified after the 15th day
of the second month following the
close of such quarter, except where
neither spouse has filed a return for
such quarter on or before that date,
in which case the consent may be
signified on the first return for such
quarter filed by either spouse, but
not thereafter, and (2) the consent
may not be signified after a notice of
deficiency with respect to the tax for
such quarter has been sent to either
spouse. The executor or adminis
trator of a deceased spouse or the
guardian or committee of a legally
incompetent spouse may signify
such consent. If the consent is ef
fective for gifts made in a previous
quarter(s) of the calendar year and

no return was filed for such previous
quarter(s) (see section 1 of the in
structions) and such gifts are being
reported on the current return (see
section 10 of the instructions), state
the previous quarter(s) in addition
to the current quarter in item 2 of
question B.
9. Joint tenancy between hus
band and wife.—The creation be
tween husband and wife of a ten
ancy by the entirety or joint tenancy
with right of survivorship in real
property is not treated as a gift
unless the donor spouse so elects in
a timely filed gift tax return. If the
donor does not elect in a timely filed
return to have such tenancy, or addi
tion thereto, treated as a gift during
the calendar quarter within which
such tenancy was created (or addi
tion made), the termination of such
tenancy, other than by reason of the
death of a spouse, results in a gift
to the extent the proportion of the
proceeds received by either spouse
is not equal to the proportion of the
consideration furnished by such
spouse in acquiring or improving the
property. If the donor does elect, in
the manner indicated above, the
termination of such tenancy, other
than by reason of the death of a
spouse; results in a gift to the extent
that the proceeds received by either
spouse are in excess of such
spouse's proportionate interest in
the property immediately prior to
such termination.
10. Exclusion of $3,000.—The
first $3,000 of gifts (other than gifts
of future interests in property) made
to any one donee during the calen
dar year is, for the purpose of the
computation of the tax, excluded
from the amount of gifts for the
quarter. Gifts of present interests
to any one donee of $3,000 or
less made in previous quarters
of a calendar year must be reported
on a return for the calendar quarter
at the close of which the total of
such gifts made to such donee are
more than $3,000. If section 2513
is applicable, all gifts to any third
party donee during the year totaling
more than $3,000 must also be
reported irrespective of the fact
that, by reason of such consent,
neither spouse is considered to have
made gifts in excess of $3,000 in
value. Also, in such case, if the total
gifts of husband and wife to one
donee exceeded $6,000, the other
spouse must file a return also and
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report the gifts to the same donee
regardless of the amount. The entire
value of any gift of a future interest
in property must be included in the
total amount of gifts for the calen
dar quarter in which such a gift is
made. For the definition of "Future
Interests,” see section 25.2503-3
of the regulations. Also, see section
25.2503-4 of the regulations for
gifts of future interests to minors.
11. Schedule A.—All gifts (in
cluding charitable, public, and simi
lar gifts) made by the donor during
the calendar quarter for which this
return is filed must, to the extent
indicated in instruction 10, be re
ported in Schedule A. Where a trans
fer results in gifts to two individuals
(such as a life estate to one with
remainder to the other) the gift to
each must be listed separately. If
section 2513 is applicable, the full
value of the gifts made by the
spouse filing the return must be in
cluded and the portion to be re
ported by the other spouse deducted
on line b. None of the gifts made by
the other spouse are to be listed in
dividually but the portion of such
gifts to be reported by the other
spouse filing the return is to be in
cluded on line d of the return filed
by the other spouse. To facilitate
the computations for lines (b),
(h)(1), and (h)(2), the items should
be segregated into the following
categories: (1) gifts to spouse, (2)
gifts for charitable, public, and simi
lar uses, and (3) all other gifts. In
all cases in which it is not apparent
how the amounts entered on lines
(b), (h)(1), and (h)(2) were com
puted, additional sheets of the same
size as the return should be at
tached and the computations set
forth thereon in detail. The amount
entered on line J must be carried
forward to item 1 under "Computa
tion of Tax” on page 1 of the return.
12. Description of property.—

The description of the gifts must be
complete enough to readily identify
the property. Thus, a legal descrip
tion must be given of each parcel of
real estate, and, if located in a city,
the street number and name, its
area, and, if improved, a short state
ment of the character of the im
provements. Description of bonds
must include the number trans
ferred, principal amount, name of
obligor, date of maturity, rate of in
terest, date or dates on which inter

est is payable, series number where
there is more than one issue, the
exchange upon which listed, or the
principal business office of the cor
poration, if unlisted. Description of
stocks must include number of
shares, whether common or pre
ferred and, if preferred, what is
sue thereof, par value, quotation
at which returned, exact name of
corporation, and, if the stock is
unlisted, the location of the prin
cipal business office and State in
which incorporated and the date
of incorporation. If a listed security,
state principal exchange upon which
sold. In describing an interest in
property based on the duration of a
person’s life, the date of birth and
sex of that person must be stated.
Description of life insurance policies
must give the name of the insurer
and the number of the policy.

13. Donor’s adjusted basis of
gift.—Enter the basis that would be
used for income tax purposes if the
gift were sold or exchanged. For
additional information see Form
1040, Instructions for Schedule D.
14. Date of valuation of prop
erty.—If the gift is made in property
other than money, such property is
valued as of the date of the gift.
15. Supplemental documents.—
For every policy of life insurance
listed on the return, the donor must
file Form 938 with the return. If the
gift was made by means of a trust,
a certified or verified copy of the
trust instrument must be submitted.
In the case of stock of close corpo
rations or inactive stock (which must
be valued on the basis of net worth,
earning and dividend paying capac
ity, and other relevant factors), there
must be submitted balance sheets,
particularly the one nearest the date
of the gift, and statements of the
net earnings or operating results
and dividends paid for each of the
5 preceding years. Any other docu
ments, such as appraisal lists, re
quired for an adequate explanation,
must be filed with the return. For
example, where the gift consists of
real estate, if based upon an ap
praisal, a copy of the appraisal, to
gether with an explanation of the
basis of the appraisal, must be
attached to the return; otherwise
full information as to the basis of
the evaluation used must be set
forth in Schedule A.

16. Deductions " for charitable,
public, and similar gifts.—The

values of all charitable, public, and
similar gifts reported in Schedule A
for which a deduction is claimed
under section 2522 of the Code
must be totaled, the total exclusions
claimed in Schedule A with respect
to such gifts deducted, and the bal
ance entered on line (h)(1). See sec
tion 2522 and the regulations
thereunder.
17. Marital deduction.—In de
termining the amount of the taxable
gifts for the calendar quarter there
may be deducted, if the donor was
a citizen or resident of the U.S. at
the time the gift was made, an
amount equal to one-half the value
of any property interest (except as
otherwise indicated below) trans
ferred by gift to a donee who at
the time of the gift was the donor’s
spouse. Where the included amount
of the gifts to the donee spouse, as
reflected in the “Total included
amount of gifts,” line g in Schedule
A, is less than one-half the total
value of the gifts to such spouse,
the deduction is allowable only to
the extent of such included amount.
For the purpose of the marital
deduction, a property interest,
whether or not in trust, is consid
ered as having been transferred by
the donor to his spouse as donee
(and to no other person), if (a) she
is entitled for life to all of the in
come from the entire interest; (b)
such income is payable annually or
at more frequent intervals; (c) she
has the power, exercisable in favor
of herself or of her estate, to appoint
the entire interest; (d) such power
is exercisable by her alone and
(whether exercisable by will or dur
ing life) is exercisable by her in all
events; and (e) no part of the entire
interest is subject to a power in any
other person to appoint any part
thereof to any person other than
the surviving spouse. If these five
conditions are satisfied only with
respect to a specific portion of the
entire interest, see section 25.2523
(e)-l of the regulations for the por
tion which qualifies for the marital
deduction.
Where the income from property
is made payable to the donor or a
third party for life, or for a term of
years, with remainder absolutely to
the donor's spouse or to her estate,
page 3
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the marital deduction is equal to
one-half the present value of the
remainder.
The marital deduction is generally
not allowable where the interest
transferred to the donee spouse was
a "terminable interest." "Termina
ble interest” refers to a life estate,
an estate for years, or any other
property interest which, upon the
lapse of time, upon the occurrence
of an event or contingency, or upon
the failure of an event or contin
gency to occur, will terminate or
fail. If the interest is transferred to
the donee spouse as sole joint ten
ant with the donor or as tenant by
the entirety, the interest will not be
considered a "terminable interest”
solely by reason of the possibility
that the donor may survive the
donee spouse, or that there may
occur a severance of the tenancy.
The marital deduction also is not
allowable where the property was
held as “community property.”
"Community property” is defined in
section 25.2523(f)-l(b) of the
regulations.

18. Specific exemption.—In de
termining the amount of the tax
able gifts for the calendar quarter
there may be deducted, if the donor
was a citizen or resident of the U.S.
at the time the gifts were made, a
specific exemption of $30,000 less
the sum of the amounts claimed and
allowed as an exemption in prior
calendar years preceding 1971 and
in prior calendar quarters in 1971
and subsequent years. The exemp
tion, at the option of the donor, may
be taken in its entirety in a single
calendar quarter, or be spread over
a number of calendar quarters in
such amounts as he sees fit, but
after the limit has been reached no
further exemption is allowable. A
donor who was a nonresident not a
citizen of the U.S. at the time the
gifts were made is not entitled to
this exemption.

19. Schedule B.—Gift tax re
turns, Form 709, filed for prior
calendar years preceding 1971 and
for prior calendar quarters in 1971
and subsequent years must be indi
cated in Schedule B. The donor’s
name used in each return filed for
such prior periods must be shown
in Schedule B where there has been
a change in name in this or any prior
return. Any variation such as the use
of full given names instead of initials
must also be indicated. The correct
amount of the taxable gifts for each
prior period during which gifts were
made (the amount finally deter
mined), and not necessarily the
amount previously reported, must
be entered in the last column; and
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20. Gift tax treaties.—Gift tax
treaties are in effect with Australia
and Japan.

Table for Computing Gift Tax
(A)

(B)

Amount of
taxable gifts
equaling—

Amount of
taxable gifts
not
exceeding—

Tax on amount
in column (A)

Rate of
tax on
excess
over
amount
in column
(A)

$5,000
10,000
20,000
30,000

$5,000
10,000
20,000
30,000
40,000

$112.50
375.00
1,200.00
2,250.00

Percent
2%
5%
8%
10%
13½

40,000
50,000
60,000
100,000
250,000

50,000
60,000
100,000
250,000
500,000

3,600.00
5,250.00
7,125.00
15,525.00
49,275.00

16%
18%
21
22%
24

500,000
750,000
1,000,000
1,250,000
1,500,000

750,000
1,000,000
1,250,000
1,500,000
2,000,000

109,275.00
174,900.00
244,275.00
317,400.00
396,150.00

26%
27¾
29%
31%
33¾

2,000,000
2,500,000
3,000,000
3,500,000
4,000,000

2,500,000
3,000,000
3,500,000
4,000,000
5,000,000

564,900.00
748,650.00
947,400.00
1,157,400.00
1,378,650.00

36¾
39¾
42
44%
47%

5,000,000
6,000,000
7,000,000
8,000,000
10.000,000

6,000,000
7,000,000
8,000,000
10,000,000

1,851,150.00
2,353,650.00
2,878,650.00
3,426,150.00
4,566,150.00

50%
52%
54¾
57
57¾
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the amount of the specific exemp
tion claimed and allowed for each
such prior period must be entered
in the third column. Enter on line b
any amount by which the total spe
cific exemption claimed and allowed
for such prior periods (line a) ex
ceeds $30,000. Any amount entered
on line b must be added to the
amount entered in the last column
on line a, and the sum thus obtained
must be entered on line c. The
amount entered on line c must be
carried forward to item 2 under
"Computation of Tax" on the first
page of the return.

Form 843
Form

Director’s Stamp

343

(Date received)

Claim

(Rev. Dec. 1970)
Department of the Treasury
Internal Revenue Service

The Internal Revenue Service will indicate in the block below the kind of claim filed, and fill in, where required.

□ Refund of Taxes Illegally, Erroneously, or Excessively Collected.
□ Refund of Amount Paid for Stamps Unused, or Used in Error or Excess.
□ Abatement of Tax Assessed (not applicable to income, estate or gift taxes).
Please Type or Print Plainly
Name of taxpayer or purchaser of stamps

City or town, State, and ZIP code

Number and street

Fill in applicable items—Use attachments if necessary
a. Your social security number

Wife’s number, if joint return

c. Internal Revenue Service office where re*
turn (if any) was filed

b. Employer identification number (if any)

d. Name and address shown on return, if different from above

e. Period—if for tax reported on annual basis, prepare separate form for each taxable year

f. Kind of tax

From......................................................... , 19.......... , to ......................................................... . 19..........
g. Amount of assessment

Dates of payment

$
h. Date stamps were purchased from Gov
ernment

i. Amount to be refunded (If income tax,
complete computation below)

j. Amount to be abated (not applicable to income,
estate, or gift taxes)
$

$

k. The claimant believes that this claim should be allowed for the following reasons:

Computation of Income Tax Refund

Income Tax

Tax withheld
..........................................................................................................................................................................................
Estimated tax paid
...............................................................................................................................................................................
Tax paid with original return ...............................................................................................................................................................
Any additional income tax paid..........................................................................................................................................................
Total tax paid (add lines 1-4)..................................................................... ..................................... ..............................................
Less: Your computation of correct tax................................................................................................ ..............................................
Amount of overpayment.........................................................................................................................................................................
Amount previously refunded................................................................................................................ ...............................................
Net overpayment (enter in item i above)..........................................................................................................................................
Under penalties of perjury, I declare that I have examined this claim, including accompanying schedules and statements, and
to the best of my knowledge and belief it is true, correct, and complete.

1
2
3
4
5
6
7
8
9

Signed.............................................................................................................

GPO : 1971 O - 406-358

See instructions on reverse.

Form

843

(Rev. 12-70)
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Instructions

1. Form 1040X or Form 1120X may be used to amend an
individual or corporation income tax return. The Internal Rev
enue Service prefers that they be used rather than Form 843,
since these forms are designed to expedite processing.
2. The reasons for filing this claim must be set forth in de
tail under item k.
3. If a joint income tax return was filed for the year for which
this claim is filed, social security numbers of both husband
and wife should be entered and each must sign this claim even
though only one had income. If the taxpayer has been assigned
an employer identification number, it also must be entered.
4. The claim may be made by an agent of the taxpayer,
but the original or a true copy of a power of attorney must
accompany the claim.
5. If a return is filed by an individual and a refund claim is
thereafter filed by a legal representative of the deceased, certi
fied copies of the letters testamentary, letters of administration,
or similar evidence must be attached to the claim, to show the
authority of the executor, administrator, or other fiduciary by
whom the claim is filed. If an executor, administrator, guardian,
trustee, receiver, or other fiduciary files a return and thereafter
a refund claim is filed by the same fiduciary, documentary evi
dence to establish the legal authority of the fiduciary need not
accompany the claim, provided a statement is made on the
claim showing that the return was filed by the fiduciary and
that the latter is still acting.

6. Where the taxpayer is a corporation, the officer having
authority to sign for the corporation should place his signature
and title on this claim.
7. If a claim is for excess social security (FICA) tax with
held as a result of having more than one employer during a
calendar year, include the names and addresses of your em
ployers, and the amount of wages received and FICA employee
tax withheld by each, as part of your explanation in item k.
Do not claim tax withheld if you have claimed the excess with
holding on your individual income tax return.

Where to File
Certain claims relating to alcohol and tobacco taxes should
be filed with the Assistant Regional Commissioner (Alcohol and
Tobacco Tax). See the regulations pertaining to the particular
alcohol or tobacco tax. Otherwise,
If your legal residence or principal
place of business is in this State

Use this mailing address

Delaware, District of Columbia, Mary
land, New Jersey, Pennsylvania,
Virginia
Alabama, Florida, Georgia, Missis
sippi, North Carolina, South Carolina,
Tennessee
Indiana, Kentucky, Michigan, Ohio,
West Virginia
Arkansas, Colorado, Kansas, Louisi
ana, New Mexico, Oklahoma, Texas,
Wyoming
Alaska, Arizona, California, Hawaii,
Idaho, Montana, Nevada, Oregon,
Utah, Washington
Illinois, Iowa, Minnesota, Missouri,
Nebraska, North Dakota, South Da
kota, Wisconsin
Connecticut, Maine, Massachusetts,
New Hampshire, New York, Rhode
Island, Vermont

internal Revenue Service Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155
Internal Revenue Service Center
4800 Buford Highway
Chamblee, Georgia 30006
Internal Revenue Service Center
Cincinnati, Ohio 45298
internal Revenue Service Center
3651 S. Interregional Highway
Austin, Texas 78740
Internal Revenue Service Center
1160 West 1200 South Street
Ogden, Utah 84405
Internal Revenue Service Center
2306 E. Bannister Road
Kansas City, Missouri 64170
Internal Revenue Service Center
310 Lowell Street
Andover, Mass. 01812

Use this address

if you are located in:

Panama Canal Zone, American
Samoa, Guam
Puerto Rico (or if excluding income
under section 933)
Virgin Islands:
Non-permanent residents
Virgin Islands:
Permanent residents

Internal Revenue Service Center
11601 Roosevelt Boulevard
Philadelphia. Pa. 19155
Internal Revenue Service Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155

Department of Finance,
Tax Division
Charlotte Amalie,
St. Thomas,
Virgin Islands 00801
U.S. citizens with foreign addresses (except A.P.O. and F.P.O.) and
those excluding income under sec. 911 or 931 and corporations having
a principal place of business outside the United States file with the
Internal Revenue Service Center, 11601 Roosevelt Boulevard, Philadel
phia, Pennsylvania 19155.

____________________ FOR INTERNAL REVENUE SERVICE USE ONLY____________________
Transcript of Claimant’s Account
(Complete only as to miscellaneous excise taxes and alcohol, tobacco, and certain
other excise taxes imposed under subtitles D and E, Internal Revenue Code.)
The following is a transcript of the record of this office covering the liability that is the subject of this claim.

A—Assessed Taxes
Paid, Abated, or Credited

Taxable Period
and Class
of Tax

Document
Locator No.

Reference
and Date

Amount
Assessed

(a)

(b)

(c)

(d)

Date or
Sched. No.
(e)

Amount

(f)

PD.
AB. CR.
(g)

Remarks
(h)

B—Purchase of Stamps
If Special Tax Stamp, State:
To Whom Sold or Issued

Kind

Number

Denomi
nation

Date of
Sale

Amount

(i)

(j)

(k)

(l)

(m)

(n)

Prepared by (initials)
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Date

Office

Serial No.

(o)

Period
Commencing
(P)

Form 851

Affiliations Schedule

851

(To be filed with each consolidated income tax return)

(Rev. Oct 1971)
Department of the Treasury
Internal Revenue Service

Taxable Year Ended..................................................................................... . 19 .
Employer Identification Number

Common parent corporation

Address (Number, street, city, State, and ZIP code)

Has the group made the election to adjust earnings and profits under section 1.1502-33(c)(4)(iii) of the
. . . . □ Yes
Consolidated Return Regulations?................................................................................
NO.

1

EMPLOYER
IDENTIFICATION
NUMBER

NAME AND ADDRESS OF CORPORATION

□ No

PREPAYMENT CREDITS

Portion of
Forms 7004 and 7005
tax deposits

Portion of estimated
tax credits
and deposits

Common parent corporation
Subsidiary corporation:

2

3

4

5

6

7
8

9

10

Totals (Must equal amounts shown on Form 1120)
NO.

PRINCIPAL BUSINESS ACTIVITY

Did the subsidiary
make distributions of
the type described in
QuestionQ, Form 11207
Yes

1

No

CAPITAL STOCK OUT
STANDING AT BEGIN
NING OF YEAR
Number of shares

Voting

Nonvoting

STOCK HOLDINGS AT BEGINNING OF YEAR

Voting
Number of
shares

Percent
voting
power

Nonvoting
Number of
shares

Percent

Owned by
corporation
number—

Common parent corporation
Subsidiary corporation:

2

3

4

5
6

7

8

9

10
Nonvoting stock which is limited and preferred as to dividends should not be shown, but information relative to the nature of the limitation and
preference as to dividends should be furnished on back under ''Remarks" regarding ail classes of nonvoting stock not shown.
If more than one class of nonvoting stock is outstanding, the number of shares of each class should be shown.
List all corporations which at any time during the taxable year were members of the affiliated group. If any corporation was not in existence at
the beginning of the year, show the stock outstanding at date issued.
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CHANGES IN STOCK HOLDINGS DURING THE YEAR
CHANGES IN STOCK HOLDINGS DURING THE YEAR

CORPORATION

Shares held at and of year

Changes

No.*

STOCK
HOLDER
(Corpora
tion No.) *

Name

Date

Shares acquired

Voting

Nonvoting

Shares disposed of

Voting

Nonvoting

Voting

Percent
voting
power

Percent of
shares

Nonvoting

•The numbers used must agree with the corporation number on front.

in case additional stock was issued, or if any stock was retired during the year, dates and amounts of such transactions should be shown.

If the equitable owners of any capital stock shown above were other than the holders of record, full details
must be given.
______________________
Remarks:

.................... . ......................................................... ................................. ............ ........................ .......... ........ . ............... ................. ...................................... .....................

SIGNATURE
Under penalties of perjury, I declare that the above information and statements have been examined by me and
are, to the best of my knowledge and belief, true, correct, and complete for the taxable year as stated.

Date

Signature of Officer

The Internal Revenue
Service does not require
a seal on this form, but
if one is used, please
place it here.

Title

An affiliated group of corporations, within the meaning of section 1504 of the Internal Revenue Code, is formed at the time that the common
parent corporation which is an includible corporation becomes the owner directly of stock possessing at least 80 percent of the voting power of all
classes of stock and at least 80 percent of each class of the nonvoting stock (not including nonvoting stock which is limited and preferred as to
dividends) of another includible corporation. A corporation becomes a member of such an affiliated group at the time that one or more members
of such group become the owners directly of stock possessing at least 80 percent of the voting power of all classes of its stock and at least 80
percent of each class of its nonvoting stock (not including nonvoting stock which is limited and preferred as to dividends). A corporation ceases to be
a member of such an affiliated group at the time that the members of such group cease to own directly stock possessing at least 80 percent of the
voting power of all classes of its stock, or at least 80 percent of each class of its nonvoting stock (not including nonvoting stock which is limited and
preferred as to dividends). See sections 1501 through 1504 of the Internal Revenue Code and regulations pertaining thereto.
U.S. GOVERNMENT PRINTING OFFICE:1971—O—441-525
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Form 851 (Rev. 10-71)

Form 866
Department of the Treasury—Internal Revenue Service

FORM 866
(Rev. Apr. 1970)

ORIGINAL

AGREEMENT AS TO FINAL DETERMINATION OF TAX LIABILITY
THIS CLOSING AGREEMENT, made in triplicate under and in pursuance of section 7121 of the Internal Revenue Code of 1954, by

and between ___________________________________________________________________________________________________________
(Name

of taxpayer,

address,

and taxpayer identifying number)

and the Commissioner of Internal Revenue:

IT IS HEREBY DETERMINED AND AGREED that the internal revenue tax liability of the above named taxpayer with respect to the
following type
of tax
for the following taxable period
is as stated hereinafter. However, except to the extent expressly determined
hereinafter, this agreement does not determine the applicability or inapplicability of penalties or interest. In the preceding sentence
"penalties" includes additions to tax or additional amounts authorized by Subchapter A of Chapter 68 of said Code.

Type of Tax

Period

Character of Tax
or Penalty

Chapter Number
Subchapter Letter of
Internal Revenue Code

Total of Such
Tax Liability
For Period

NOW, THIS CLOSING AGREEMENT WITNESSETH, that the said taxpayer
and said Commissioner of Internal Revenue hereby mu
tually agree that such liability so determined shall be final and conclusive subject, however, to reopening in the event of fraud, malfeasance,
or misrepresentation of material fact, and the required application of statutory provisions expressly providing that effect be given thereto as
stated therein notwithstanding any law or rule of law other than section 7122.

IN WITNESS WHEREOF, the above parties have subscribed their names to these presents in triplicate.
The Internal Revenue Service does
not require a seal on this form, but if
one is used, please place it here.

Signed this _______ ______ _

day of ------ ------

(See instructions)

[SEAL]

19............

Taxpayer.

(Do not write in this space)

(Title)

Commissioner of Internal Revenue

.............(Title)
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Form 870
DEPARTMENT OF THE TREASURY * INTERNAL REVENUE SERVICE

FARM R70
(REV. APRIL 107U

WAIVER OF RESTRICTIONS ON ASSESSMENT AND
COLLECTION OF DEFICIENCY IN TAX AND
ACCEPTANCE OF OVERASSESSMENT

DATE RECEIVED BY
INTERNAL REVENUE
SERVICE

Pursuant to section 6213(d) of the Internal Revenue Code of 1954* or corresponding provisions of prior internal revenue laws, the
undersigned waives the restrictions provided in section 6213(a) of the Internal Revenue Code of 1954, or corresponding provisions of
prior internal revenue laws, and consents to the assessment and collection of the following deficiencies in income tax and penalty
with interest as provided by law. The undersigned also accepts as correct the following overassessments in income tax and pertalty:
DEFICIENCIES
TAX YEAR ENDED

AMOUNT OF TAX

TAX YEAR ENDED

AMOUNT OF TAX

PENALTY

OVERASSESSMENTS
PENALTY

NAME AND ADDRESS OF TAXPAYER(S) (Number, street, city or town, State, ZIP Code)

(The Internal Revenue Service does not require a seal
on this form, but if one is
used, please place it here,)

Signature

DATE

>

DATE

0

TITLE

DATE

BY

NOTE: The execution and filing of this waiver will expedite the
adjustment of your tax liability. It is not, however, a final clos
ing agreement under section 7121 of the Internal Revenue Code
and does not preclude assertion of a further deficiency in the
manner provided by law if it is later determined that additional
tax is aue; nor does it extend the statutory period of limitation
for refund, assessment, or collection of the tax.
Furthermore, execution and filing of this waiver will not pre
clude the taxpayer's filing under section 6511 of the Coae a
timely claim for refund or credit, on which (if disallowed by the
Service) suit may be brought in the appropriate District Court or
the U.S. Court of Claims.
This waiver on which a taxpayer agrees to overassessments
of income tax and Penalty, if any, determined by the Internal
Revenue Service will, if executed and filed within the statutory
period of limitations for filing a claim for refund or credit, be
considered a valid claim for refund or credit of any overpayment
of tax and penalty, if any, attributable to the overassessments.
GPO : 1871 0 - 108-197
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The grounds upon which the overassessments were determined by
the Internal Revenue Service shall be considered the bases of
the claim.
If this waiver is for a tax year for which a joint return was
filed, it must be signed by both husband and wife unless one,
acting under a. power of attorney, signs as agent for the other.
If the taxpayer is a corporation, this waiver must be signed
with the corporate name followed by the signature and title of the
officer authorized to sign.
This waiver may be signed by the taxpayer's attorney or
agent provided his action is specifically authorized by a power
of attorney which, if not previously filed, must accompany the
form.
If this waiver is signed by a person acting in a fiduciary
capacity (such as executor, administrator, trustee, etc.), Form 56,
Notice of Fiduciary Relationship, should, unless previously filed,
accompany this form.
FORM

870

(REV. 4-71)

Form 870-C
DEPARTMENT OF THE TREASURY - INTERNAL REVENUE SERVICE
FORM 870-C
(REV. DEC. 1970)

DATE RECEIVED BY INTERNAL
REVENUE SERVICE

WAIVER OF RESTRICTIONS ON ASSESSMENT AND COLLECTION
OF DEFICIENCY IN TAX AND ACCEPTANCE OF OVERASSESSMENT
(Corporations filing consolidated returns)

Pursuant to section 6213(d) of the Internal Revenue Code of 1954, or corresponding provisions of prior internal
revenue laws, the undersigned parent corporation, or designated agent, waives the restrictions provided in section
6213(a) or corresponding provisions of prior internal revenue laws, and consents to the assessment and collection of
the following deficiencies with interest on the tax as provided by law. The undersigned also accepts the following
overassessments as correct:
DEFICIENCIES
TAX YEAR ENDED

KIND OF TAX

TAX YEAR ENDED

KIND OF TAX

AMOUNT OF TAX

PENALTY

OVERASSESSMENTS
AMOUNT OF TAX

PENALTY

(Name and address of corporation - Number, street, city or town, State, ZIP code)

(Title)

(Date)

(Signature)

(Title)

(Date)

(Signature)

(Title

(Date)

(Signature)

(The
Internal
Revenue
Service does not require a
seal on this form, but if
one is used, please place
it here.)

By
NOTE: The execution and filing of this waiver will speed the
adjustment of the tax liability as shown above. However, this
form is not a final closing agreement under section 7121 of the
Internal Revenue Code of 1954 and does not preclude assess
ment of additional tax, in the manner provided by law, if it is
later determined that additional tax is due; nor does it extend
the statutory period of limitation for refund, assessment, or
collection of the tax.

sidered a valid claim for credit or refund of any overpayment of
tax attributable to the overassessment. The grounds upon
which the overassessment was determined by the Internal
Revenue Service shall be considered the basis of the claim.

This waiver on which a taxpayer agrees to an over
assessment of income tax determined by the Internal Revenue
Service will, if executed and filed within the statutory period
of limitations for filing a claim for credit or refund, be con-

This waiver may be executed by the taxpayer's attorney
or agent, provided his action is specifically authorized by a
power of attorney which, if not previously filed, must accom
pany the form.

The waiver must be signed with the corporate name fol
lowed by the signature and title of the officers authorized to
sign.

FORM

870-C (REV. 12-70)
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Form 870-AD
DEPARTMENT OF THE TREASURY - INTERNAL REVENUE SERVICE
form

870-AD

OFFER OF WAIVER OF RESTRICTIONS ON ASSESSMENT AND COLLECTION

(REV. APR. 1970)

SYMBOLS

OF DEFICIENCY IN TAX AND OF ACCEPTANCE OF OVERASSESSMENT
NAME OF TAXPAYER

Pursuant to the provisions of section 6213(d) of the Internal Revenue Code of 1954, or corresponding provisions of prior
Internal revenue laws, the undersigned offers to waive the restrictions provided in section 6213(a) of the Internal Revenue
Code of 1954, or corresponding provisions of prior internal revenue laws, and to consent to the assessment and collection of
the following deficiencies with interest as provided by law. The undersigned offers also to accept the following overassessments as correct:

DEFICIENCIES
YEAR ENDED

KIND OF TAX

YEAR ENDED

KIND OF TAX

TAX

OVERASSESSMENTS
TAX

This offer is subject to acceptance for the Commissioner of Internal Revenue. It shall take effect as a waiver of re
strictions on the date it is accepted. Unless and until it is accepted, it shall have no force or effect.
If this offer is accepted for the Commissioner, the case shall not be reopened in the absence of fraud, malfeasance,
concealment or misrepresentation of material fact, an important mistake in mathematical calculation, or excessive tentative
allowances of carrybacks provided by law; and no claim for refund or credit shall be filed or prosecuted for the year(s)
stated above other than for amounts attributed to carrybacks provided by law.

SIGNATURE OF TAXPAYER

DATE

SIGNATURE OF TAXPAYER

DATE

(The Internal Revenue Service
does not require a seal on this

form, but if one is used, please

TITLE

BY

DATE

place it here.)

NOTE.—The execution and filing of this offer will expedite the above adjustment of tax liability. This offer, when
executed and timely submitted, will be considered a claim for refund for the above overassessments, as provided in Revenue
Ruling 68-65, C.B. 1968-1, 555. It will not, however, constitute a closing agreement under section 7121 of the Internal
Revenue Code.
If this offer is executed with respect to a year for which a JOINT RETURN OF A HUSBAND AND WIFE was filed, it
must be signed by both spouses unless one spouse, acting under a power of attorney, signs as agent for the other.
If the taxpayer is a corporation, the offer shall be signed with the corporate name followed by the signature and title of
the officers authorized to sign.
This offer may be executed by the taxpayer's attorney or agent provided his action is specifically authorized by a power
of attorney which, if not previously filed, must accompany the form.

FOR
INTERNAL
REVENUE
USE ONLY

DATE ACCEPTED FOR COMMISSIONER

SIGNATURE

OFFICE

TITLE

. GOVERNMENT PRINTING OFFICE :

30-22

FORM 870-AD (RE

Form 906
FORM 906
(Rev. Jan. 1967)

U.S. TREASURY DEPARTMENT—Internal Revenue Service

CLOSING AGREEMENT AS TO FINAL DETERMINATION
COVERING SPECIFIC MATTERS
THIS CLOSING AGREEMENT, made in triplicate under and in pursuance of section 7121 of the Internal Revenue Code of 1954 by and
between ....................................................................................................................................................................................................................................
(Name

of taxpayer,

address

from which return was or will be filed,

and taxpayer identifying number)

and the Commissioner of Internal Revenue:
WHEREAS,

NOW, THIS CLOSING AGREEMENT WITNESSETH, that the said taxpayer
and said Commissioner of Internal Revenue hereby
mutually agree that the matter
so determined shall be final and conclusive subject, however, to reopening in the event of fraud, malfea
sance, or misrepresentation of material fact, and the required application of statutory provisions expressly providing that effect be given
thereto as stated therein notwithstanding any law or rule of law other than section 7122, except that if this agreement relates to any taxable
period ending subsequent to the date of this agreement, it is subject to any change in or modification of the law enacted subsequent to said
date and applicable to such taxable period.

IN WITNESS WHEREOF, the above parties have subscribed their names to these presents in triplicate.
19.

Signed this ............................................................. day of
[SEAL]

(Do not write in this space)

(See instructions)

Taxpayer.

By ........................................................................................................

............................................................. (Title)......................................

Commissioner of Internal Revenue
By ........................................................................................................
............................................................. (Title).................................................

Date ....................................................................................................

(Page — of —)
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Form 906
INSTRUCTIONS
This agreement must be executed and filed in triplicate; the original and copies of the agreement must be identical; the
name of the taxpayer must be stated accurately; and the agreement may relate to one or more years.
If the agreement is executed by an attorney or agent on behalf of the taxpayer, the original or a true copy of the power of
attorney authorizing such agent or attorney to sign on behalf of the taxpayer must accompany the agreement. If the agreement
is executed with respect to a year for which a joint income tax return was filed by a husband and wife, it should be signed by
both spouses, except that one spouse may sign as agent for the other, provided the original or a true copy of the document
specifically authorizing such agent to act in that capacity accompanies the agreement.

If the agreement is signed by the fiduciary on behalf of a decedent or estate, an attested copy of the letters testamentary or
the order of the court vesting such person with authority so to act, together with a certificate to the effect that such authority re
mains in full force and effect, should be submitted with the agreement. If signed by a trustee, there should be submitted a
certified copy of the trust instrument or a certified copy of extracts from that instrument showing the following information:
(1) Date of instrument. (2) That it is or is notof record in any court. (3) The beneficiaries. (4) The appointment of the
trustee, the authority granted, and such other information as may be necessary to show that such authority extends to Federal tax
matters. (5) That the trust has not been terminated, and that the trustee appointed therein is still acting.
Where the taxpayer is a corporation, the agreement must be dated and signed with the name of the corporation, followed
by the signature and title of an authorized officer, or officers, or by the signature of an authorized attorney or agent. It is not
necessary that a copy of an enabling corporate resolution be attached. See 26 C.F.R. 601.505(c) as to dissolved corporations.

Where the length of the agreement so requires, additional pages, suitably identified may be used.
U. S. GOVERNMENT PRINTING OFFICE : 1967 O - 241-771

30-24

Form 957
FORM

957

United States Information Return
By an Officer, Director, or United States Shareholder With Respect to Foreign Personal Holding Company

(Rev. February 1968)
U.S. Treasury Department
Internal Revenue Service

(Under section 6035 of the Internal Revenue Code)

for the year beginning .....................................................................

19.......... , and ending ................................................... , 19.........

Names, Addresses, and Identifying Numbers of Persons Filing Return
identifying No. (See instruction 7)

Address

Name

See instructions in furnishing the information required below. Attach additional sheets if spaces are insufficient.

1. Name and address of foreign personal holding company ...............................................................................................................................................................................

2. Kind of business................................................................................................................................................................................................................................................................

3. (a) Date of incorporation.....................................................................................

If incorporated or reorganized during the taxable year, see Instruction 4.

(b) Under the laws of what country?

4. Capital stock outstanding:
Beginning of year
Class of Stock

Par value or stated value per share

Number of shares outstanding

Par value or stated value per share

Number of shares outstanding

Common..

Preferred*

*State rate of dividend, whether dividend is cumulative or noncumulative, and whether stock is voting or nonvoting.....................................................................................

5. Outstanding securities convertible into stock of the corporation;
Description of Securities
A complete detailed statement of conversion privileges must be attached. (See Instruction 3.)

Face value
Interest rate
................... %

End of year

Beginning of year

$.....................................

$..................

6. Was any resolution or plan (including any amendments thereof or supplements thereto) for the dissolution of the corporation or for the liq
uidation of the whole or any part of its capital stock adopted during the taxable year for which the return is filed? □ Yes

□ No.

If "Yes," attach a certified copy of such resolution or plan, and any amendments thereof or supplements thereto.

Signature and Verification
Under penalties of perjury, I declare that I have examined this return, including any accompanying reports, schedules, or statements,

and to the best of my knowledge and belief it is true, correct, and complete.

(Name)

(Title*—Officer, director, shareholder)

(Name)

(Title—Officer, director, shareholder)

(Name)

(Title—Officer, director, shareholder)

(Name)

(Title—Officer, director, shareholder)

(Name)

(Title—Officer, director, shareholder)

(Name)

(Title—Officer, director, shareholder)

30-25

Form 957
7. List of shareholders:

Page 2
Number of shares held

Name and address of each officer, director, and shareholder
(Designate nonresident aliens)

Common

At beginning of
year

Preferred

At end of year

At beginning of
year

Explanation and date of any change in
stockholdings during year

At end of year

8. List of holders of convertible securities:
Name and address of each holder of securities convertible into stock of
corporation
(Designate nonresident aliens)

Securities held

Class of securities

Beginning of year
Number

Face value

$..................

End of year

Number

Explanation and date of any change in
holdings of securities during year

Face value

$..................

INSTRUCTIONS (References are to the Internal Revenue Code unless otherwise noted)
1. Who must file returns on Form 957:
(a) Officers and directors.—Each United States citizen or resident
who on the fifteenth day of the first month after the close of a taxable
year is an officer or director of a foreign corporation which, with respect
to that taxable year, was a foreign personal holding company (as
defined in section 552), must file a return on Form 957.
If two or more officers or directors of a foreign corporation are re
quired to file information returns for any year under section 6035(a),
any two or more of such officers or directors may, in lieu of filing
separate returns for such period, jointly execute and file one return.
(b) United States shareholders.—Each United States shareholder,
by or for whom 50 percent or more in value of the outstanding stock of
a foreign corporation is directly or indirectly owned on the fifteenth
day of the first month after the close of such corporation's taxable
year, if such foreign corporation was a foreign personal holding com
pany for its taxable year preceding such month, must file a return on
Form 957. For this purpose a "United States shareholder” means a
citizen or resident of the United States, a domestic partnership, a
domestic corporation, and any estate or trust (other than a foreign
estate or foreign trust the income of which, from sources without the
United States which is not effectively connected with the conduct of a
trade or business within the United States, is not includible in gross
income under subtitle A). An individual shall be considered as owning
the stock owned by members of his family as described in section
544(a)(2).
(c) Foreign corporation ceasing to be a foreign personal holding
company.—If a foreign corporation for its taxable year is a foreign
personal holding company, a return will be required for such year even
through the foreign corporation has ceased to be a foreign personal
holding company after the close of such year.

2. When and where returns must be filed.—This return must be filed
on the fifteenth day of the first month after the close of the taxable
year of the foreign personal holding company with the Director of
International Operations, Internal Revenue Service, Washington, D.C.
20225, U.S.A.

3. Contents of return.—In addition to the information required to
be contained in the items on Form 957, an officer or director or United
States shareholder, filing his first return, as required by section
6035(a), shall attach to such return statements containing the follow

ing information, if not previously filed in connection with Form 957:
(a) A statement of stock ownership which will show that during
the taxable year of the foreign corporation more than 50 percent
in value of its outstanding stock was owned, directly or indirectly, by
or for not more than five individuals who are citizens or residents of
the United States.
(b) A detailed statement of the conversion privileges of any out
standing securities convertible into stock of the corporation.
(c) A detailed statement of the respective rights of the various
classes of shareholders, where there is more than one class of stock
outstanding.
If, during any year, there should be, by reason of an amendment
to the corporate charter or otherwise, a change in the rights of share
holders of various classes, or in the conversion privileges of outstanding
securities, a statement should be attached to the return, setting forth
in detail such changes.
4. Corporations organized or reorganized during the taxable year.—
If the return is for a taxable year in which the corporation was organized
or reorganized, submit the following information:
(a) The classes and kinds of assets transferred to the corporation
for stock or securities of the corporation in connection with its forma
tion, organization, or reorganization;
(b) A detailed list of any stock or securities included in the assets
transferred to the corporation for stock or securities of the corporation;
and
(c) The names and addresses of the persons who were the owners
of assets transferred to the corporation for stock or securities of the
corporation immediately prior to such transfer.

5. Returns with respect to more than one personal holding com
pany.—If a person is required to file returns with respect to more than
one foreign personal holding company, a separate return must be
filed with respect to each foreign personal holding company.
6. Returns where director or officer is also a shareholder.—If a
director or officer of a foreign corporation, who is also a shareholder,
files a return on Form 957 as required herein, he shall not be re
quired to file duplicate returns as a shareholder.

7. Identifying number.—Individuals should enter their social se
curity number; all others should enter their employer identification
number.

U.S. GOVERNMENT PRINTING OFFICE : 1968—O-287-094
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Form 958
U.S. Annual Information Return

Form 958

By an Officer or Director With Respect to a Foreign Personal Holding Company
For calendar year 1971 or other taxable year beginning

Department of the Treasury
Internal Revenue Service

................................................... 1971, ending ......................................... .......... 19........
(PLEASE TYPE OR PRINT)
Title

Name of officer or director

1971

Social security number

Address

Employer Identification No., if any

Name of foreign personal holding company

Date incorporated

Country

Address

IMPORTANT—All applicable lines and schedules must be filled in. If the lines on the schedules are not sufficient, see instruction G.

1 Gross receipts or gross sales............................... . ....................

Less: Returns and allowances ............................................

2 Less: Cost of goods sold (Schedule A) and/or operations (attach schedule).........................................................................

IN C O M E

3 Gross profit.................................................................................................................................................................................................

4 Dividends (Schedule C)

.

.

........................................................................................................................................................

5 Interest on obligations of the United States and U.S. instrumentalities

...............................................................................

6 Other interest...........................................................................................................................................................................................
7 Gross rents.................................................................................................................................................................................................

GROSS

8 Gross royalties...........................................................................................................................................................................................
9 (a) Net capital gains—(separate Schedule D (Form 1120)).................................................................................................

(b) Ordinary gain or (loss) from Part II, Form 4797 (attach Form 4797)........................................................................

10 Annuities.......................................................................................................................................................................................................

11 Income from fiduciaries (furnish names and addresses).............................................................................................................
12 Personal service contracts...................................................................................................................................................................

1
2
3

4
5

6
7
8

9a
9b

10
11

12
13

13 Other income (see instructions—attach schedule)...................................................................................................................
14
TOTAL income—Add lines 3 through 13................................................................................................................................
14

15 Compensation of officers (Schedule E)...........................................................................................................................................
16 Salaries and wages (not deducted elsewhere)...............................................................................................................................

17 Repairs (see instructions)...................................................................................................................................................................

D E D U C T IO N S

18 Bad debts (Schedule F if reserve method is used).........................................................................................................................
19 Rents.............................................................................................................................................................................................................

20 Taxes (attach schedule—do not include U.S. income taxes) .

21 Interest

...........................................................................................

.......................................................................................................................................................................................................

23 Amortization (attach schedule) .............................................................................................................................................................
24 Depreciation (Schedule .. .........................................................................................................................................................................

25 Depletion.................................................................................................................................................................................................
26 Other deductions (Schedule J).............................................................................................................................................................
TOTAL deductions—Add lines 15 through 26...................................................................................................................
27
28 Taxable income for purposes of computing undistributed foreign personal holding company income (line 14 less line 27) .
COMPUTATION OF UNDISTRIBUTED FOREIGN PERSONAL HOLDING COMPANY INCOME

32

Total additions...............................

29

D E D U C T IO N S

A D D IT IO N S

29 Contributions deducted on line 22 above

30

31
32

16
17

18
19

20
21

22 Contributions (attach schedule—see instructions for limitation).................................................................................................

30 Excess expenses and depreciation over
income from property not allowable
under section 556(b)(5) (Schedule I) .
31 Deductions for taxes and payments to
employees’ pension trusts not allowable
under section 556(b)(6)........................

15

22
23
24
25
26
27

33 Contributions deductible under section
556(b)(2) (attach schedule—see instruc
tions for limitation)....................................
34 Taxes (see instructions)........................
35 Net operating loss for preceding taxable
year..................................................................

36

Total deductions..............................

33_
34

35

36

37

37 Line 28 plus line 32 less line 36 .

38 Less: Deduction for dividends paid (Schedule K)
39 Undistributed foreign personal holding company income

38
39

Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to the best of my knowledge
and belief it is true, correct, and complete. If prepared by a person other than an officer or director, his declaration is based on all information of which he has any
knowledge.

The Internal Rev-

Date

Signature of officer or director

Title

does not require

form, but if one
is used, please
place it here.

Date

Signature of officer or director

Date

Signature of individual or firm preparing the return

Title

Address'
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Form 958
Form 958 (1971)

Page 2

Schedule A—COST OF GOODS SOLD (See instruction 2)

Schedule C—DIVIDENDS (See instruction 4)

1 Inventory at beginning of year..............................

2 Merchandise bought for manufacture or sale .

.

3 Salaries and wages................................................

Domestic corporations................................................

......... __

4 Other costs (attach schedule)..............................

_

Amount distributed by foreign personal holding
companies..................................................................

5 Total..............................................................................
6 Less inventory at end of year.............................. ................... .........................
7 Costs of goods sold. Enter on line 2, page 1 .

Portion of undistributed foreign personal holding
company income......................................................

.

Method of inventory valuation...................................

Other foreign corporations....................................

____________ _______ __________________________________________________________5 Total—Enter here and on line 4, page 1

.

.

.

Schedule D—Use separate Schedule D (Form 1120) and/or Form 4797 to report sales or exchanges of property (See instructions 9(a) and 9(b))

With respect to each item of property reported in Schedule D and/or Form 4797, state in an attachment whether at the time of sale or exchange (a) purchaser
owned directly or indirectly more than 50 percent in value of your outstanding stock; (b) if purchaser was a corporation, whether more than 50 percent in value
of its capital stock and 50 percent in value of your capital stock was owned directly or indirectly by or for the same individual or his family; and (c) if purchaser
was a corporation, whether more than 50 percent in value of its capital stock was owned, directly or indirectly, by you. If so, state name and address of purchaser.
Schedule E—COMPENSATION OF OFFICERS (See instruction 15)

1. Name of officer

2. Social security number

4. Time
devoted to
business

3. Title

Percent of corporation
stock owned
5. Common 6. Preferred

7. Amount of
compensation

8. Expense account
allowances

Total compensation of officers. Enter here and on line 15, page 1...............................................................................
Schedule F—BAD DEBTS—RESERVE METHOD (See instruction 18)

1. Year

2. Trade notes and accounts re
ivableoutstandingatend of year

3. Sales on account

Amount added
4. Current year's
provision

5. Recoveries

6. Amount charged
against reserve

7. Reserve for bad debts
at end of year

1966 .

1967 .
1968 .
1969 .

1970 .
1971 .

Schedule G—DEPRECIATION (See instruction 24)
Note: For new depreciation rules, see Form 4832 (Revised). Form 4832 (Revised) also explains the effect the new rules have on guideline
lives under Rev. Procs. 62-21 and 65-13. Taxpayers using these lives: Make no entry in column 2. Enter the amounts in column 3 for assets
held at the end of the year and enter the accumulated depreciation at the end of the year in column 4. You may (a) group depreciable assets
in accordance with the categories shown below or (b) continue to list your assets in the same manner as in prior years. IF YOU NEED MORE
SPACE, USE FORM 4562.
2. Date
acquired

1. Group and guideline class
or description of property

4. Depreciation
allowed or allowable
in prior years

3. Cost or
other basis

1 Total additional first-year depreciation (do not include in items below)

2 Depreciation from Form 4832 (Rev.)................................................ ........................................

3 Other depreciation:
Buildings............................................................
Furniture and fixtures..........................................

Transportation equipment..............................

Machinery and other equipment

....

Other (specify)

....................... ...........

4 Totals...................................................................................................... |
5 Less amount of depreciation claimed in Schedule A and elsewhere on return .

........................
.

6 Balance—Enter here and on line 24, page 1............................................................
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Schedule H—SUMMARY OF DEPRECIATION (Other than additional first-year depreciation) (See instruction 24)
Straight line

Declining
balance

Units of
production

Sum of the

Other (specify)

Total

i

1 Under Rev. Procs. 62-21
and 65-13 ........................
2 Depr. from Form 4832
(Revised)..............................
3 Other....................................

Schedule I—EXCESS OF EXPENSES AND DEPRECIATION OVER INCOME FROM PROPERTY NOT ALLOWABLE UNDER SECTION 556(b)(5)
(See instruction 30)

1. Kind of property. Exclude land
and other nondepreciable property

2. Date acquired

3. Cost or other basis

5. Repairs, insurance,
and other expenses
(attach schedule)

4. Depreciation

6. Total of
columns 4 and 5

7. Income from rent or
other compensation

8. Excess (column 6
less column 7)

(a)..................

............. ............... . i

(b) _____
Total excess of expenses and depreciation over rent or other compensation. Enter here and on line 30, page 1 .

Schedule J—OTHER DEDUCTIONS
Explanation

Amount

Amount

Explanation

TOTAL—Enter here and on line 26, page 1

.

.

Schedule K—DEDUCTION FOR DIVIDENDS PAID (See instruction 38)

1 Taxable dividends paid:
(a) Cash....................................................................................................................................................................................

(b) Property other than cash or the corporation’s own securities. (Indicate nature of property)

.

.

.

(c) Obligations of the corporation (bonds, notes, scrip, etc.)........................................................................

2 Consent dividends (attach schedule)..............................................................................................................................
3 Dividend carryover (attach schedule of computation)................................................................................................
4 Deduction for dividends paid (Add lines 1 through 3). Enter here and on line 38, page 1........................
1 Kind of business...........................................................................................................

4 Did the corporation engage in a trade or business within the United States

at any time during the taxable year covered by this return?

□ Yes

□ No.

If “Yes," Form 1120-F must be filed by the corporation.

2 The corporation’s books are in care of................................................................

5 If the corporation filed a U.S. income tax return for the preceding taxable

year, indicate the Internal Revenue office where filed.

3 Did you file Form 957 with the Director of International Operations?

□ Yes

□ No. If “No,” attach a statement giving the information

required by Form 957 and the instructions for the period for which this
return is made.

6

Was

there

any

substantial

change

in

the

manner

of

determining

quantities, costs, or valuations between the opening and closing inventory?

□ Yes

□ No. If “Yes,” attach explanation.
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Schedule L—-BALANCE SHEETS

Beginning of Taxable Year
ASSETS

(A) Amount

End of Taxable Year
(C) Amount

(B) Total

1 Cash ................................................................................................
2 Trade notes and accounts receivable....................................

(a) Less allowance for bad debts..........................................

3 Inventories....................................................................................
4 Gov’t obligations: (a) United States and instrumentalities .
(b) State, subdivisions thereof, etc.........................................

5 Other current assets (attach schedule)..............................
6 Loans to stockholders............................................................
7 Mortgage and real estate loans..........................................
8 Other investments (attach schedule)..............................
9 Buildings and other fixed depreciable assets

....

(a) Less accumulated depreciation....................................

10 Depletable assets........................................................................
(a) Less accumulated depletion..........................................
11 Land (net of any amortization)..........................................

12 Intangible assets (amortizable only)....................................
(a) Less accumulated amortization....................................

13 Other assets (attach schedule)..........................................
14

Total assets........................ ................................................
LIABILITIES AND STOCKHOLDERS' EQUITY

15 Accounts payable...................................................... ......
16 Mortgages, notes, and bonds payable in less than 1 year .
17 Other current liabilities (attach schedule)........................
18 Loans from stockholders......................................................
19 Mortgages, notes, and bonds payable in 1 year or more .
20 Other liabilities (attach schedule)..........................................

21 Capital stock: (a) Preferred stock..........................................
(b) Common stock..........................................

.

.

.

23 Retained earnings—Appropriated (attach schedule)

.

.

22 Paid-in or capital surplus (attach reconciliation)

24 Retained earnings—Unappropriated....................................

25 Less cost of treasury stock................................................
26
Total liabilities and stockholders’ equity . . . .

Schedule M-1—RECONCILIATION OF INCOME PER BOOKS WITH INCOME PER RETURN
1 Net income per books................................................

7 Income recorded on books this year, not included

2 Federal income tax......................................................

in this return (itemize)

3 Excess of capital losses over capital gains

(a) Tax-exempt interest

.

.

.

.

$

4 Taxable income not recorded on books this year

(itemize)

........

.............
8 Deductions in this return not charged against book

income this year (itemize)
5 Expenses recorded on books this year not deducted

(b) Depletion

in this return (itemize)
(a) Depreciation
(b) Depletion

6

(a) Depreciation

...

$

....

$

...

$

....

$

......................................

Total of lines 1 through 5..............................

9
Total of lines 7 and 8....................................
10 Income (line 28, page 1)—line 6 less line 9 . .

Schedule M—2—ANALYSIS OF UNAPPROPRIATED RETAINED EARNINGS PER BOOKS (line 24 above)
1 Balance at beginning of year....................................

5 Distributions: (a) Cash................................................

2 Net income per books......................................................

(b) Stock ................................................

3 Other increases (itemize)

(c) Property..........................................

6 Other decreases (itemize)

4

Total of lines 1, 2, and 3....................................

7
Total of lines 5 and 6....................................
8 Balance at end of year (line 4 less line 7) . .

US. GOVERNMENT PRINTING OFFICE: 1071-O-418-026
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United States Information Return
Form

959

With Respect to the Organization or Reorganization of a Foreign
Corporation and Acquisition of its Stock

(Rev. Jan. 1969)

(Under Section 6046 of the internal Revenue Code)

Department of the Treasury
Internal Revenue Service

(See Instructions.

Attach additional sheets if more space is needed.)

PART I.—To be completed by officers, directors, or shareholders
(1) Name of person(s) filing return and address(es) (Number and street, city or

town, State and ZIP code, and country)

(2) Check applicable box

(a) Officer

(b) Director

(c) Shareholder

(3) Social Security or em
ployer identification number

A

B
C
D
E

F

G

H
I-

J

(5) Employer identification number, if any

(4) Name of foreign corporation

(6) Foreign address of foreign corporation

PART II.—To be completed by officers and directors
(See Specific Instructions)
(1) Name of shareholder(s) and address(es) (Number and street, city or town,
State and ZIP code, and country)

(2) Date

(3) Date

(4) Social Security or em
ployer identification number

A

c

E

H

J
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PART III.—To be completed by shareholders
1. Internal Revenue Service office where shareholder filed his most recent United
States income tax return. (If new corporation: where return will be filed.)

2. Country under
incorporated.

laws

of

which

foreign

corporation

was

3. Country where principal place of business of the foreign
corporation is located.
4. Date of organization of the foreign corporation.

5. Date of each reorganization of the foreign corporation, if any, on or after January 1, 1960,
while shareholder(s) fifing return owned 5 percent or more in value of the stock.

6. Name and address of statutory or resident agent for foreign corporation in country of incorporation.

Name of United States agent or United States branch office for foreign corporation, address, and identifying number.

7.

8.

State by year for the 3 calendar or fiscal years preceding the date on which liability arises to file this return, the year(s) for which the foreign
corporation filed a United States income tax return or a consolidated return (including the name of the corporation filing the consolidated return),
the type of form used, the Internal Revenue Service office where filed, and the amount of tax paid, if any.

9.

Name and address (Number and street, city or town, country) of person(s) having custody of the books of account and records of the foreign
corporation.

Location of the books of account and records if different than above.

10.

11. The following information is required. Indicate for each item whether you have attached it.

Yes

NO

a. Names, addresses, and social security numbers of all United States persons who are principal officers (for example, president, vice
president, secretary, treasurer, controller, or persons performing comparable functions) or members of the board of directors
on the date on which liability arises to file this return.

b. A complete statement of the principal business activities in which the corporation is actually engaged. Do not quote from the
articles of incorporation or the by-laws.
c. (1) Is the foreign corporation a member of a group constituting a chain of ownership?

(2) If “Yes," have you attached a chart with respect to each unit of which the shareholder owns 5 percent or more in value of the
stock showing the foreign corporation’s position in the chain of ownership and the percentages of ownership?

d. A copy of the corporation's profit and loss statement for the most recent complete annual accounting period and a copy of the
balance sheet as of the end of the most recent complete annual accounting period. All amounts must be expressed in United
States currency with a statement of the exchange rates used.
e. A statement showing as of the date on which liability arises to file this return, the amount and type of any indebtedness of the
foreign corporation to (1) any United States person owning 5 percent or more in value of its stock, or (2) any other foreign cor
poration owning 5 percent or more in value of the stock of the foreign corporation, with respect to which the return is filed, pro
vided the shareholder filing the return owns 5 percent or more in value of the stock of such other foreign corporation, together
with the name, address, and identifying number of each such shareholder or entity. All amounts must be expressed in United
States currency with a statement of the exchange rates used.

f. A statement showing as of the date on which liability arises to file this return the name, address, and identifying number of each
person who is, on the date on which liability arises to file this return, a subscriber to the stock of the foreign corporation, and
the number of shares subscribed to by each.
g. A statement showing the number of shares of each class of stock of the foreign corporation owned by each shareholder filing the
return and (1) if such stock was acquired after December 31, 1953, the dates of acquisition, the amounts paid or value given
therefor, the method of acquisition, i.e., by original issue, purchase on open market, direct purchase, gift, inheritance, etc., and
from whom acquired, or (2) if such stock was acquired before January 1, 1954, a statement that such stock was acquired before
such date, and the value at which such stock is carried on the books of such shareholder.
h. A statement showing as of the date on which liability arises to file this return the name, address, and identifying number of each
United States person who owns 5 percent or more in value of the outstanding stock of the foreign corporation, the classes of
stock held, the number of shares of each class held, including the name, address, and identifying number of each actual owner
if such person is different from the shareholder of record and a statement of the nature and amount of the interests of each such
actual owner.
i.

A statement showing the total number of shares of each class of outstanding stock of the foreign corporation (or other data
indicating the shareholder’s percentage of ownership).

16—
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12. Date on or after January 1, 1963, if any, on which such shareholder(s) last filed
a return under section 6046 with respect to the foreign corporation noted in
question (4), Part I.

3

13. If a return is filed by reason of becoming a United States
person, the date the shareholder became a United
States person.

14. If a return is filed by reason of the disposition of stock, the date and method of such disposition and the name, address, and identifying number
of the person to whom such disposition was made (See General Instruction A(3)(ii)(C)).

15. Is the return filed by reason of the organization or reorganization of the foreign corporation on or after January 1, 1963?
If “Yes,” the following information with respect to such organization or reorganization is required. Indicate for each item whether you
have attached it.

Yes

No

a. A statement showing a detailed list of the classes and kinds of assets transferred to the foreign corporation including a description
of the assets (such as a list of patents, copyrights, stock, securities, etc.), the fair market value of each asset transferred (and
if such asset is transferred by a United States person, its adjusted basis), the date of transfer, the name, address, and identifying
number of the owner immediately prior to the transfer, and the consideration paid by the foreign corporation for such transfer.

b. A statement showing the assets transferred and the notes or securities issued by the foreign corporation, the name, address, and
identifying number of each person to whom such transfer or issue was made, and the consideration paid to the foreign corporation
for such transfer or issue.
c. An analysis of the changes in the corporation's surplus accounts occurring on or after January 1,1963.

Officers and Directors—Signature and Verification

Under penalties of perjury I declare that Parts I and II of this return (including any accompanying reports, schedules, or state
ments) have been examined by me and are, to the best of my knowledge and belief, a true, correct, and complete return.

(Name or signature of person filing return)

(Signature of officer or director holding power of attorney, if any)

....................................... ........................ (Date).................................................................................................................................................. (Title)

(See General Instructions for returns jointly made and for power of attorney. Attach additional sheets if necessary.)
Shareholders—Signature and Verification

Under penalties of perjury I declare that Parts I and III of this return (including any accompanying reports, schedules, or state
ments) have been examined by me and are, to the best of my knowledge and belief, a true, correct, and complete return.

(Name of person or organization filing return)

.............. (Date)....................................................................

(Signature)

...................................................................(Title).................

(See General Instructions for returns jointly made. Attach additional sheets if necessary.)
16—■■■-1
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General Instructions
A. Who must file:
(1) Officers and Directors.—Each United States citizen
or resident who is at any time after January 1, 1963, an
officer or director of a foreign corporation shall file this return
with respect to each United States person who, during the
time such citizen or resident is such an officer or director:
(i) acquires (whether in one or more transactions) outstand
ing stock of such corporation which has, or which when added
to any such stock then owned by him (excluding any stock
owned by him on January 1, 1963, if on that date he owned
5 percent or more in value of such stock) has, a value equal
to 5 percent or more in value of the outstanding stock of such
foreign corporation, or (ii) acquires (whether in one or more
transactions) an additional 5 percent or more in value of the
outstanding stock of such foreign corporation. Such officers
and directors shall complete Parts I and II.
(2) Application of rules.—The provisions of General In
struction A(1) may be illustrated by the following examples:

Example (1).—A, a United States citizen, is a director of
M, a foreign corporation. X is a United States person owning
2 percent in value of the outstanding stock of M Corporation
on January 1, 1963. On July 1, 1963, X acquires 2 percent in
value of the outstanding stock of M Corporation and on Sep
tember 1, 1963, he acquires an additional 2 percent in value
of such stock. The July 1, 1963, transaction does not give
rise to liability to file a return; however, A must file a return
under General Instruction A(l)(i) as a result of the September
1, 1963, transaction because X's holdings now exceed 5
percent.
Example (2).—The facts are the same as in Example (1)
and, on September 15, 1963, X acquires an additional 4
percent in value of the outstanding stock of M Corporation
(X's total holdings are now 10 percent). On November 1,
1963, X acquires an additional 2 percent in value of the
outstanding stock of M Corporation. The September 15, 1963,
transaction does not give rise to liability to file a return,
since X has not acquired 5 percent in value of the outstanding
stock of M Corporation since A last became liable to file a
return. However, A must file a return under General Instruc
tion A(1)(ii) as a result of the November 1, 1963, transaction
because X has now acquired an additional 5 percent in value
of the outstanding stock of M Corporation.
Example (3).—The facts are the same as in Examples (1)
and (2) and, in addition, B, a United States citizen, becomes
an officer of M Corporation on October 1, 1963. B is not
required to file a return either as a result of the facts set
forth in Example (1) or as a result of the September 15,
1963, transaction described in Example (2). However, B
is required to file a return under General Instruction A(l)(ii)
as a result of the November 1, 1963, transaction described
in Example (2) because X has acquired an additional 5 per
cent in value of the outstanding stock of M Corporation
while B is an officer or director.

(3) Shareholders.—Parts I and III shall be completed by
each United States person when at any time after January 1,
1963, (i) such person acquires (whether in one or more trans
actions) outstanding stock of a foreign corporation which has,

or which when added to any such stock then owned by him
(excluding any stock owned by him on January 1, 1963, if on
that date he owned 5 percent or more in value of such stock)
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has, a value equal to 5 percent or more in value of the out
standing stock of such foreign corporation, or (ii) such per
son, having already acquired 5 percent or more in value of the
outstanding stock of the foreign corporation or the interest
referred to in (i) above, (a) acquires (whether in one or more
transactions) an additional 5 percent or more in value of the
outstanding stock of such foreign corporation, (b) owns 5
percent or more in value of the outstanding stock of such
foreign corporation when such foreign corporation is reorga
nized, or (c) disposes of sufficient stock in such foreign cor
poration to reduce his interest to less than 5 percent in value
of the outstanding stock of such foreign corporation. Parts I
and III shall also be completed by each person who at any
time after January 1, 1963, becomes a United States person
while owning 5 percent or more in value of the outstanding
stock of such foreign corporation.

(4) Application of rules.—The provisions of General In
structions A(3) may be illustrated by the following examples:

Example (1).—On January 15, 1963, A, a United States
person, acquires 5 percent in value of the outstanding stock
of M, a foreign corporation. A must file a return under Gen
eral Instruction A(3)(i).
Example (2).—On January 1, 1963, B, a United States
person, owns 2 percent in value of the outstanding stock of
M, a foreign corporation. On February 1, 1963, B acquires an
additional 3 percent in value of the outstanding stock of M
Corporation. B must file a return under General Instruction
A(3)(i).

Example (3).—On January 1, 1963, C, a United States
person, owns 6 percent in value of the outstanding stock of
M, a foreign corporation. On February 1, 1963, C acquires an
additional 2 percent in value of the outstanding stock of M
Corporation in a transaction not involving a reorganization.
C is not required to file a return as a result of the February 1,
1963, transaction.
Example (4).—The facts are the same as in Example (3)
except that, in addition, on April 1, 1963, C acquires 2 per
cent in value of the outstanding stock of M Corporation in a
transaction not involving a reorganization. (C's total holdings
are now 10 percent.) C is not required to file a return because
he has not acquired 5 percent or more in value of the out
standing stock of M Corporation since he last became liable
to file a return. On May 1, 1963, C acquires 1 percent in value
of the outstanding stock of M Corporation. C must file a re
turn under General Instruction A(3)(ii)(a).
Example (5).—On June 1, 1963, D, a United States per
son, owns 12 percent in value of the outstanding stock of M,
a foreign corporation. Also, on June 1, 1963, M Corporation
is reorganized and, as a result of such reorganization, D owns
only 8 percent in value of the outstanding stock of such for
eign corporation. D must file a return under General Instruc
tion A(3)(ii)(b).
Example (6).—The facts are the same as in Example (5)
except that, in addition, on November 1, 1970, D donates
4 percent in value of the outstanding stock of M Corporation
to a charity. Since D has disposed of sufficient stock to reduce
his interest in M Corporation to less than 5 percent in value
of the outstanding stock of such corporation, D must file a
return under General Instruction A(3)(ii)(c).
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B. Persons excepted from filing:
(1) Officers and directors excepted from filing returns.—
Any United States citizen or resident required to make a
return under General Instruction A(1), need not make such
return if, after an acquisition of stock described in General
Instruction A(1), three or fewer United States persons own
95 percent or more in value of the outstanding stock of such
foreign corporation and, as a result of such acquisition, a
United States person files a return as a shareholder under
General Instruction A(3).
(2) Shareholders excepted from filing.—Any shareholder
otherwise required to file this return with respect to a foreign
corporation need not file it provided all of the following con
ditions are met: (a) such shareholder does not directly own
an interest in the foreign corporation, (b) such shareholder is
required to furnish the information solely by reason of attri
bution of stock ownership from a United States person under
General Instruction N, and (c) the person from whom the
stock ownership is attributed furnishes all of the information
required by this return of the person to whom such stock
ownership is attributed.

An officer or director need not make a return under Gen
eral Instruction A(1) with respect to a person exempted under
General Instruction B(2).
C. Shareholders excepted from furnishing information:

(1) Any shareholder required to furnish any item of infor
mation on this return with respect to a foreign corporation
may, if such item of information is furnished by another per
son having an equal or greater stock interest (measured in
terms of value of such stock) in such foreign corporation,
satisfy such requirement by filing a statement with this return
indicating that such liability has been satisfied and identify
ing the return in which such item of information was included.

(2) In any case where any identical item of information
required to be filed on Part III by a shareholder with respect
to a foreign corporation has previously been furnished by such
shareholder on Form 959, such shareholder may file this form
identifying such item of information, the date furnished, and
stating that it is unchanged.
D. When to file.—Any return required by General Instruc
tion A must be filed on or before the 90th day after the
date on which liability to file arises. The Director of Inter
national Operations is authorized to grant reasonable exten
sions of time for filing in accordance with the applicable pro
visions of Section 1.6081-1, Income Tax Regulations.

E. Where to file.—This return must be filed with the Di
rector of International Operations, Internal Revenue Service,
Washington, D.C. 20225.
F. Returns jointly made.—Any two or more officers or

directors required to file with respect to one or more share
holders of the same corporation, may, in lieu of making several
returns, jointly make one return. Any two or more shareholders
required to file with respect to the same corporation, may,
in lieu of making several returns, jointly make one return.
G. Several corporations.—When returns are required with
respect to more than one foreign corporation, a separate
return must be made with respect to each corporation.

H. Associations, etc.—Returns are required with respect

to any foreign association, foreign joint-stock company, or
foreign insurance company, etc., which would be considered
to be a corporation under Section 301.7701-2, Procedure
and Administration Regulations. Persons who would qualify
by the nature of their functions and ownership in such asso
ciations, etc., as officers, directors, or shareholders thereof
will be treated as such without regard to their designations
under local law.
I. Power of attorney.—Any two or more officers or di
rectors required to file with respect to one or more share
holders of the same corporation may, by means of one or
more powers of attorney duly executed in accordance with
Section 1.6046-1 (e)(3), Income Tax Regulations, constitute
one of their number as attorney in fact for the purpose of
making such returns or for the purpose of making a joint
return. The power of attorney must be limited to the making
of Parts I and II of this return and must be limited to a
single calendar year. A return made under authority of one or
more powers of attorney shall be signed by the attorney
in fact for each principal for which such attorney in fact is
acting. A copy of each power of attorney need not be filed
with this return, but must be kept at a convenient and safe
location accessible to and at all times available for inspec
tion by Internal Revenue officers.
J. Identifying number.—Individuals should enter their
social security number; all others should enter their employer
identification number.
K. Meaning of terms:

(1) Acquisition.—Stock in a foreign corporation shall be

considered acquired when a person has an unqualified right
to receive such stock, even though such stock is not actually
issued.
(2) Reorganization.—With respect to a foreign corpora
tion, the term “reorganization" shall mean not only a trans
action described in section 368(a)(1) and the regulations
thereunder but also any other transaction or series of transac
tions which has the same effect.

(3) United States person.—The term “United States per
son" means: (i) a citizen or resident of the United States, (ii)
a domestic partnership, (iii) a domestic corporation, and
(iv) any estate or trust (other than a foreign estate or foreign
trust, the income of which from sources without the United
States which is not effectively connected with the conduct of
a trade or business within the United States, is not includible
in gross income under Subtitle A of the Internal Revenue
Code). See Section 1.6046-1 (f)(3) of the regulations for ex
ception of certain residents of United States possessions.
L. Method of reporting.—All amounts furnished in this
return shall be expressed in United States currency with a
statement of the exchange rates used. All statements required
to be submitted on or with this return shall be rendered in
the English language.

M. Actual ownership.—If any shareholder is not the actual
owner of the stock of the foreign corporation, the information
required by this return shall be furnished in the name of
and by the actual owner. For example, in the case of stock held
by a nominee, the information required shall be furnished by
the actual owner of such stock.
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N. Constructive ownership.—Stock owned directly or in
directly by or for a foreign corporation or a foreign partnership
shall be considered as being owned proportionately by its
shareholders or partners. An individual shall be considered
as owning the stock owned directly or indirectly by or for his
brothers and sisters (whether by the whole or half blood), his
spouse, his ancestors, and his lineal descendants.

6

O. Penalties.—Criminal penalties for failure to file a re

turn and for filing a false or fraudulent return are provided
by sections 7203, 7206, and 7207, Internal Revenue Code.
Civil penalties for failure to file a return or failure to show
information required on a return are provided by section

6679, Internal Revenue Code, and the regulations thereunder.

Specific Instructions—Part II

holder being reported as described in General Instruction
A(1).

Column (3).—Enter the date each shareholder acquired
the interest being reported as described in General Instruc
tion A(l)(ii).

Column (2).—Enter the date each shareholder acquired
the interest being reported as described in General Instruc
tion A(l)(i).

Column (4).—Enter the social security number or em
ployer identification number of the shareholder reported in
column 1.

Column (1).—Enter the name and address of each share

U.S. GOVERNMENT PRINTING OFFICE • 1969 -O-326-695
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Election of Shareholder under Section 333 Liquidation

(Rev. Mar. 1969)

Department of the Treasury
Internal Revenue Service

(To be filed in duplicate within 30 days after the adoption of the plan of liquidation. See Instructions

on page 4 including instruction I for special treatment provided under section 333(g) of the Code.)

Identifying Number (See instruction F.)

Name of shareholder

Address of shareholder (Number, street, city, State, and ZIP code)

Employer Identification Number

Name of corporation

Address of corporation (Number, street, city, State, and ZIP code)

Calendar month of transfer of all property

Time and date of adoption of plan of liquidation

The above named shareholder hereby elects to have recognized and taxed in accordance with section 333 of the Internal Revenue
Code the gain on each and every share of the capital stock of the above named corporation owned by him at the time of the
adoption of the plan of complete liquidation providing for a distribution in complete cancellation or redemption of all corporate stock
and for the transfer of all corporate property under the liquidation entirely within the above stated calendar month of transfer of all
property.

SCHEDULE A
Statement of Shares of Stock Owned at the Time and Date of Adoption of Plan of Liquidation
Class of stock

Certificate numbers

Number of shares

Total number of votes to which entitled on
adoption of plan of liquidation

Form 964 (Rev. 3-69)
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SCHEDULE B
Statement of Shares of Stock Owned on Date of Execution of Election
Class of stock

Certificate numbers

Number of shares

Total number of votes to which entitled on
adoption of plan of liquidation

SCHEDULE C
Statement of Shares of Stock Owned on January 1,1954

(To be filled in only by corporate shareholders)
Class of stock

Certificate numbers

Number of shares

Total number of votes to which entitled on
adoption of plan of liquidation

Attach a statement showing all shares acquired or disposed of between January 1, 1954, and the time and date of adoption of
plan of liquidation, both dates inclusive, giving date on which any share was acquired or disposed of, class of stock, the certificate
numbers thereof, the number of shares involved in each transaction, the total number of votes to which entitled on adoption of plan
of liquidation, and the name of the person from whom acquired or to whom transferred.

30-38

Form 964
Page 3

form 964

SCHEDULE D

If any of the shares listed in any of the above schedules are not registered in the name of the person by whom this election is
made, list below the name of the person in whose name such stock is registered giving the class of stock, the certificate numbers
thereof, the number of shares, the total number of votes to which entitled on adoption of plan of liquidation, and all facts pertinent
to the claim of ownership.

(Use additional sheets if necessary)
Signature

Under penalties of perjury, I declare that the statements made herein, including any accompanying schedules and statements,
are to the best of my knowledge and belief true, correct, and complete.
(Date)

(Electing shareholder)

CORPORATE
SEAL

If a corporation

(Date)

(Signature of officer)

(title)

30-39

Form 964
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Instructions
A. Who must file.—This form is to be used by quali
fied electing shareholders who elect the benefits of sec
tion 333 of the Code. A separate form, in duplicate, shall
be executed by each electing shareholder. See instruc
tion D, Consolidated Election.

B. Qualified electing shareholder.—No corporate
shareholder may be a qualified electing shareholder if
at any time between January 1, 1954, and the date of
the adoption of the plan of liquidation, both dates inclu
sive, it is the owner of stock of the liquidating corpora
tion possessing 50 percent or more of the total combined
voting power of all classes of stock entitled to vote upon
the adoption of the plan of liquidation. All other share
holders are divided into two groups for the purpose of
determining whether they are qualified electing share
holders: (1) shareholders other than corporations, and
(2) corporate shareholders.

Any shareholder of either of such two groups, whether
or not the stock he owns is entitled to vote on the adop
tion of the plan of liquidation, is a qualified electing
shareholder if—
(1) His written election to be governed by the provi
sions of section 333, which, except fora conditional elec
tion under section 333(g)(4) of the Code, cannot be
withdrawn or revoked, has been made and filed as pre
scribed by the regulations; and
(2) Like elections have been made and filed by own
ers of stock possessing at least 80 percent of the total
combined voting power of all classes of stock owned by
shareholders of the same group at the time of, and
entitled to vote upon, the adoption of the plan of
liquidation, whether or not the shareholders making such
elections actually realize gain upon the cancellation or
redemption of such stock upon the liquidation.
C. Election.—An election to be governed by the pro
visions of section 333 can be made only by or on behalf
of the person by whom gains, if any, will be realized.
Thus, the shareholder who may make such election must
be the actual owner of stock and not a mere record
holder, such as a nominee.

A shareholder is entitled to make an election relative
to the gain only on stock owned by him at the time of
the adoption of the plan of liquidation. The election is
personal to the shareholder making it and does not fol
low such stock into the hands of the transferee.
D. Consolidated election.—Two or more electing
shareholders may specifically authorize an attorney
or agent, by power of attorney, to execute and file a
consolidated election on Form 964 on their behalf.
Within the 30-day period after the adoption of the plan
of liquidation, the attorney or agent must file the Form
964 in duplicate, together with the power of attorney and
a list of those shareholders who consent to be qualified
electing shareholders, with the Internal Revenue office
where the corporation will file its final income tax return.

A shareholder may, however, individually file his own
Form 964. In either case, a copy of the election must
be attached to the shareholder’s income tax return for

his taxable year in which the transfer of all the property
under the liquidation occurs.
E. Time and place for filing.—The original and one
copy shall be filed by the shareholder with the Internal
Revenue office where the final income tax return of
the corporation will be filed. The elections must be
filed within 30 days after the adoption of the plan of
liquidation.
Under no circumstances shall section 333 be appli
cable to any shareholders who fail to file their elections
within the 30 day period prescribed. Another copy of
the election shall be attached to the shareholder’s in
come tax return for his taxable year in which the transfer
of all the property under the liquidation occurs.
F. Identifying number.—Individuals should enter
•their social security number; all others should enter their
employer identification number.
G. Calendar month of transfer of all property.—If the
calendar month of transfer of all property under the
liquidation is unknown when this election is filed, enter
“unknown” and state the month on the copy of the elec
tion required to be attached to the shareholder’s income
tax return for his taxable year in which the transfer of
all property under the liquidation occurs.

H. Supplemental statement.—See the regulations is
sued under section 333 of the Code for the information
required to be submitted by the shareholder as a supple
mental statement with his income tax return for his
taxable year in which the liquidation occurs.
I. Special rule.—If the electing shareholder desires
the special treatment provided under section 333(g)(4)
of the Code, he must attach to each copy of this form
his narrative statement that this election is made on his
assumption that the corporation being liquidated is a
corporation referred to in section 333(g)(3) of the Code.
In general, section 333(g)(4) provides that an elec
tion made on the shareholder’s stated assumption that
the corporation being liquidated is a corporation referred
to in section 333(g)(3) shall have no force or effect for
any purpose if it is later determined that the corporation
is not such type corporation.
NOTE: If the electing shareholder does not attach
the narrative statement referred to above and if it is
later determined that the corporation is not one referred
to in section 333(g)(3), then the otherwise valid election
on this form shall have force and effect and the pro
visions of section 333 without regard to section 333(g)
shall apply with respect to the electing shareholder.
J. Signature.—If the shareholder making the election
is a corporation, the election must be signed either by the
president, vice president, treasurer, assistant treasurer,
chief accounting officer, or by any other corporate officer
(such as tax officer) who is authorized to sign.
A receiver, trustee, or assignee must sign any election
which he is required to file on behalf of a corporation.
This election may be executed by the shareholder’s
attorney or agent, provided such action is specifically
authorized by a power of attorney, which, if not pre
viously filed, must accompany the election.

U.S. GOVERNMENT PRINTING OFFICE :1969—O-332-629
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966

Corporate Dissolution or Liquidation

FORM
(Rev. Sept. 1968)
U.S. Treasury Department
Internal Revenue Service

(Required under Section 6043 of the Internal Revenue Code)

Please Type or Print
Name of corporation

Employer identification number

Number and street

City or town, State, and ZIP code

1 Date incorporated

2 Place incorporated

4 Internal Revenue Service office where last income
tax return was filed and taxable year covered
thereby

Office

3 Type of liquidation

□ Complete

□ Partial

Taxable year

5 Date of adoption of resolution or plan of dissolution, or complete or partial liquidation

6 Taxable year of final return

7 Total number of shares outstanding at the time of

Preferred

adoption of the plan of liquidation

• ■

8 Dates of any amendments to plan of dissolution

Common

>

9 Section of the Code under which the corporation is to be dissolved or liquidated

10 If this return is in respect of an amendment of or supplement to a resolution or plan previously adopted
and a return has previously been filed in respect of such resolution or plan, give the date such return
was filed

11 LIQUIDATION WITHIN ONE CALENDAR MONTH. If the cor
poration is a domestic corporation, and the plan of liquidation
provides for a distribution in complete cancellation or redemption
of all the capital stock of the corporation and for the transfer of all
the property of the corporation under the liquidation entirely
within one calendar month pursuant to section 333, and any
shareholder claims the benefit of such section, then the corpora
tion must also submit:
(a) A description of the voting power of each class of stock;

(b) A list of all the shareholders owning stock at the time of the
adoption of the plan of liquidation, together with the number of

Date

shares of each class of stock owned by each shareholder, the cer
tificate numbers thereof, and the total number of votes to which
entitled on the adoption of the plan of liquidation; and
(c) A list of all corporate shareholders as of January 1, 1954,
together with the number of shares of each class of stock owned
by each such shareholder, the certificate numbers thereof, the
total number of votes to which entitled on the adoption of the plan
of liquidation, and a statement of all changes in ownership of
stock by corporate shareholders between January 1, 1954, and the
date of the adoption of the plan of liquidation, both dates
inclusive.

Attach a certified copy of the resolution or plan, together with all amendments or supplements not previously filed.
SIGNATURE

Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to
the best of my knowledge and belief it is true, correct, and complete.

CORPORATE
SEAL

Date

Signature of officer

Title

INSTRUCTIONS

1. Who must file.—This form must be filed by every cor
poration that is to be dissolved or whose stock is to be liqui
dated in whole or in part.
2. When to file.—This form must be filed within 30 days
after the adoption of the resolution or plan for or in respect of
the dissolution of a corporation or the liquidation in whole or
in part of its capital stock. If after the filing of a Form 966
there is an amendment or supplement to the resolution or plan,
an additional Form 966 based on the resolution or plan as
amended or supplemented must be filed within 30 days after
the adoption of such amendment or supplement. A return in
respect of an amendment or supplement will be deemed suffi
cient if it gives the date the prior return was filed and contains

a certified copy of such amendment or supplement and all other
information required by this form which was not given in such
prior return.

3. Where to file.—This form must be filed with the Internal
Revenue office with which the corporation is required to file its
income tax return.
4. Signature.—The return must be signed either by the
president, vice president, treasurer, assistant treasurer or chief
accounting officer, or by any other corporate officer (such as
tax officer) who is authorized to sign. A receiver, trustee, or
assignee must sign any return which he is required to file on
behalf of a corporation.

U S. GOVERNMENT PRINTING OFFICE : 1968-O-299-081

Form
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Form 970
Form

970

Application to Use LIFO Inventory Method

(Rev. Apr. 1969)

Department of the Treasury
Internal Revenue Service

(To be filed in duplicate)
Identifying Number

Name

(See instruction 7)

Address (Number, street, city, State and ZIP code)

The taxpayer named above hereby applies to adopt and use the LIFO inventory method provided by section 472 of the Code. This
method is first to apply as of the close of the taxable year ending_____________ _______ -....... .
specified goods (see instruction 2 and use additional sheets if necessary):

with respect to the following

The taxpayer hereby agrees to such adjustments incident to the change to or from the LIFO method, or to the use of such method,
in the inventories of prior taxable years or otherwise, as the District Director of Internal Revenue upon the examination of the tax
payer’s returns for the years involved may deem necessary in order to clearly reflect income.
1.

Nature of business

2. Inventory method used up to this time

3. Was the closing inventory of the specified goods at the end of the immediately preceding taxable year valued at cost as
required by section 472(d) of the Code?.....................................................................................................................................................................

□ Yes

□ No

□ Yes

□ No

4. Goods subject to inventory not to be inventoried pursuant to the LIFO method

5. (a) Did you issue credit statements, or reports to shareholders, partners, or other proprietors, or to beneficiaries, covering
the first taxable year to which this application refers?.........................................................................................................................

(b) If "Yes," to whom, and on what dates

(c) Inventory method used in ascertaining income, profit, or loss for the purpose of such statements

6. Method used to determine the cost of the goods in the closing inventory in excess of those in the opening inventory. (See Section 1.472-2,
income Tax Regulations.)
□ Most recent purchases

□ Earliest acquisitions during the year □ Average cost of purchases during the year

□ Other—Attach explanation

7. Method used in valuing LIFO inventories—
□ Unit method
□ Dollar value method
8. (a) If pools are used, list and describe contents of each pool

(b) Describe briefly the cost system used

(c) Method used in computing LIFO value of dollar-value pools—
□ Other method (if other, describe and justify—see last paragraph of instruction 5.)

□ Double extension method

Signature
Under penalties of perjury, I declare that I have examined this application, including any accompanying schedules and statements, and to the
best of my knowledge and belief it is true, correct, and complete.
CORPORATE
SEAL

Date

Date

Signature of taxpayer

Signature of officer

Title
Form 970 (Rev. 4—69)

30-42

Form 970
Instructions
(References are io the Internal Revenue Code and Income Tax Regulations)

1. Attach this form, in duplicate, to your income tax
return for the year as of the close of which the LIFO
inventory method is first to be used.

2. State the taxable year as of the close of which the
LIFO method is first to be used, and specify in detail
the goods to which it is to be applied. Attach an analysis
of all inventories as of the beginning and as of the end
of the taxable year for which the LIFO method is pro
posed first to be used, and also as of the beginning of
the preceding taxable year. Prepare this analysis in de
tail in accordance with sections 1.472-2 and 1.472-3
of the regulations.

and clearly reflects income in accordance with section
1.472-8 of the regulations.
Section 1.472-8(b) of the regulations sets forth the
principles for establishing the dollar-value LIFO pools
of manufacturers and processors. Subject to the provi
sions of that section, they may use natural business unit
pools, multiple pools, or raw materials content pools.

Section 1.472-8(c) of the regulations sets forth the
principles for establishing dollar-value LIFO pools for
wholesalers, retailers, jobbers, and distributors.

unless he agrees to and makes such adjustments inci
dent to the change to or from such method, or incident
to the use of such method, in the inventories of prior
taxable years or otherwise, as the District Director of
Internal Revenue may deem necessary to clearly reflect
income for the years involved.

Section 1.472-8(e) of the regulations sets forth the
methods of computation of the LIFO value of a dollarvalue pool. If the “double-extension” method as de
scribed in section 1.472-8(e)(2) of the regulations is
not used for computing the value of the dollar-value pool,
a statement describing the method used must be fur
nished in sufficient detail to facilitate the determination
as to whether the method used meets the standards set
forth in section 1.472-8(e)(l) of the regulations.

4. The LIFO inventory method, once adopted, is ir
revocable and must be used in all subsequent years un
less the Commissioner requires or permits a change to
another method.

6. If the taxpayer is a corporation, the application
must be signed by either the president, vice-president,
treasurer, assistant treasurer or chief accounting officer,
or by any corporate officer (such as tax officer) author
ized to sign.

5. Any taxpayer may elect to determine the cost of
his LIFO inventories under the so-called “dollar-value”
LIFO method, provided that method is used consistently

7. Identifying number.—Individuals enter their social
security number; all others enter their employer identifi
cation number.

3. The taxpayer may not change to the LIFO method

U.S. GOVERNMENT PRINTING OFFICE: 1969—O-332-305
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Form

972

Consent of Shareholder to Include Specific Amount in Gross Income

(Rev. Mar. 1969)

(Under Section 565 of the Internal Revenue Code)

Department of the Treasury
Internal Revenue Service

(To be filed with the income tax return of the corporation claiming the deduction for consent dividends. See instruction

(Name of shareholder)

2.)

(Identifying number. See Instruction No. 4)

(Address of shareholder)

hereby agrees to include $.................................................................................. in gross income in his return for his taxable year beginning
(Amount)

....................................................................................... , and ending........................................................................................... as a taxable
(Month)

(Day)

(Year)

(Day)

(Month)

(Year)

dividend received by him on the shares of stock of the.—................................................................................................................................ ,
(Name of corporation)

of ......................................................................................................................................................................................................................,
(Address of corporation)

'

owned by him as set forth in Schedule A below.

If the above amount which the shareholder agrees to include in his gross income is less than his total consent distribution as shown
in Schedule A below, state the reasons and cite the authority for the discrepancy.

Schedule A
Statement with respect to shares of stock owned on.................................... ................... (last day of taxable year of corporation)
(Month)

(Day)

(Year)

on which consent distribution is made and as to which consent is given for such consent distribution.
Class of stock

Number of shares

Certificate numbers

Amount of consent distribution
allocable to each class owned

$................................

Form

30-44

972

(Rev. 3—69)

Form 972
Class of stock

Certificate numbers

Number of shares

Amount of consent distribution
allocable to each class owned

$...............................................

Total consent distribution............................

$

(Use additional sheets if necessary)

Signature
Under penalties of perjury, I declare that the statements made herein, including any accompanying schedules and statements, are,
to the best of my knowledge and belief, true, correct, and complete.

(Consenting shareholder)

(Date)

CORPORATE
SEAL

If a corporation

(Date)

(Signature of officer)

(Title)

Instructions
1. Who must file.—This form is to be used by shareholders

of a corporation agreeing to include in their gross income for
their taxable year in which falls the last day of the taxable year
of the corporation a specific amount as a taxable dividend
(unless if actually paid it would not be includable in gross
income of the shareholder), as the basis for the availability
to the corporation of a consent dividends deduction as pro
vided in section 565(a) of the Code.

A consent may be made only by or on behalf of a person
who was the actual owner on the last day of the taxable year
of the corporation of shares of any class of consent stock, as
defined in section 565(f) of the Code and the regulations
prescribed thereunder.
2. How to file.—Each consenting shareholder must file
Form 972 with the corporation on or before the due date of the
corporation's income tax return for the taxable year for which
the dividends paid deduction is claimed.

The corporation claiming the deduction for consent divi
dends must file with its income tax return a Form 973 and
Forms 972 duly executed by each consenting shareholder.
3. Signature.—If the taxpayer making the consent is a cor
poration, the consent shall be signed for the corporation either
by the president, vice-president, treasurer, assistant treasurer,
chief accounting officer, or any other officer (such as tax
officer) who is authorized to sign.
This consent may be executed by the shareholder’s at
torney or agent, provided such action is specifically authorized
by a power of attorney, which, if not previously filed, must
accompany the consent.
4. Identifying number.—Individuals should enter their
social security number; all others should enter their employer
identification number.

U.S. GOVERNMENT PRINTING OFFICE: 1969—O-331-938
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Form 973
Form

973

(Rev. Mar. 1969)
Department of the Treasury
Internal Revenue Service

Information Return by Corporation Claiming
Deduction for Consent Dividends
(Under Section 561 of the Internal Revenue Code.)

For taxable year beginning________________________________ , 19

, and ending______________________________ , 19

Name of corporation

Employer identification number

Number and street, city, State and ZIP code

Class of stock

Number of shares out
standing on first day of
taxable year

Number of shares out
standing on last day of
taxable year

Description of dividend rights

*If distribution was not made on all shares of any class, give particulars of any inequality of treatment.

Show below any changes in outstanding stock during the taxable year not shown in above schedule:

(Use additional sheets if necessary)

30-46

Actual distributions per share
made in taxable year*

Form 973
If any stock outstanding on the last day of the taxable year is entitled to cumulative dividends, state below the amount of such
cumulative dividends for preceding years unpaid at the beginning of the taxable year, giving the class or classes of stock involved.

(Use additional sheets if necessary)

Signature

Under penalties of perjury, I declare that I have examined this return, including any accompanying schedules and statements, and
to the best of my knowledge and belief, it is true, correct, and complete.
CORPORATE
SEAL

Date

Title

Signature of officer

Instructions

1. This form is to be used by a corporation claiming a deduc
tion for consent dividends under section 561 of the Internal
Revenue Code. The return must be filed with the corporation’s
income tax return for the taxable year for which the deduction
is claimed.
2. All the information called for by this form shall be supplied
in detail. Use additional sheets, if necessary.
3. At the time this return is filed the corporation must also file
the signed consents of its shareholders on Forms 972. Each

consent filed must also be accompanied by payment of the
amount which the corporation would have been required to de
duct and withhold under section 1441 or 1442 of the Code, if
the amount specified in such consent had been, on the last day
of the taxable year of the corporation, paid in cash to the share
holder as a dividend.
4. This return shall be signed either by the president, vicepresident, treasurer, assistant treasurer, chief accounting officer,
or any other officer (such as tax officer) who is authorized to sign.

U.S. GOVERNMENT PRINTING OFFICE: 1969—O-331-937
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Form 976
Form

976

Claim for Deficiency Dividends Deduction,
or Credit or Refund

(Rev. Mar. 1969)
Department of the Treasury
Internal Revenue Service

(Under Section 547 of the Internal Revenue Code)

To be filed

in duplicate.

Employer Identification Number

Name of corporation

Address (Number and street, city, State and ZIP code)

1. Amount of personal holding company tax
deficiency determined under section 541

2. Taxable year(s) involved

3a. Amount paid

3b. Date paid

i $

$

$

4. Amount unpaid

5. How was the deficiency established?
□ Tax Court Decision—Attach a copy and explain how the decision became final.
□ Court Judgment—Attach a copy and explain how the decision became final. If established by a final judgment in a suit against the United States for

refund—
a. Date the deficiency was paid

b. Date the claim for refund was filed

c. Date the suit was brought

□ Closing Agreement Under Section 7121
□ Agreement Under Section 547(c)(3)—Attach a copy of the agreement.
6. Determination date (See instruction 3.)

8a. Cash

Deficiency divi
dend was paid

as follows

7. Date the deficiency dividend was paid

Attach a certified copy of the resolution of the board of
directors or other authority authorizing the payment of the
deficiency dividend.

8b. Other property (Attach explanation)
Adjusted basis

Fair market value
►

$

9. Amount claimed as a deduction for deficiency
dividends

$

$

$

10. If allowance of the deduction for deficiency dividends results in an overpayment of personal holding
company tax deficiency, enter the amount to be—
Refunded
Credited
$
$

Class of stock and number
of shares of each class
held at date of payment
of deficiency dividend

Name and address of each
shareholder

Amount of such dividend
paid to each shareholder
on each class of

! $

Signature
Under penalties of perjury, I declare that I have examined this claim, including any accompanying schedules and statements, and to the best of my knowl
edge and belief it is true, correct, and complete.

CORPORATE
SEAL

Date'

30-48

Signature of officer

Form 976
Instructions
1. Deficiency dividends.—Deficiency dividends must be paid
on, or within 90 days after the determination date (see instruc
tion 3) and prior to filing this claim.

The deficiency dividend must be of such a nature as would
have permitted its inclusion in the computation of the deduction
for dividends paid under section 561 for the taxable year for
which the personal holding company tax liability exists, if it had
been distributed during that year.
2. How to file.—This claim must be filed, in duplicate, within
120 days after the determination date. It must be filed with the
Internal Revenue office where the corporation is required to file
its income tax return. Attach a certified copy of the resolution
of the board of directors or other authority authorizing the pay
ment of the deficiency dividend.
3. Determination date.—The determination date is:
(a) In the case of a decision of the Tax Court, the date the
decision becomes final, as prescribed in section 7481.
(b) In the case of a judgment, decree or order by a court,
the date the judgment, decree or order becomes final.

(c) In the case of a closing agreement made under section
7121, the date the agreement is approved by the Commissioner.
(d) In the case of an agreement under section 547(c)(3)

executed by the District Director (or other authorized official)
and the corporation, if the signed copy of the agreement is sent
to the corporation by registered mail, the determination date is
the date of registration. If it is sent by certified mail, the de
termination date is the date of the postmark on the sender's
receipt. However, if a dividend is paid by the corporation before
such registration or postmark date but on or after the date the
agreement is signed by the District Director, the determination
date shall be the date of such signing.
4. Claim for credit or refund.—If, subsequent to payment of
a personal holding company tax deficiency, an overpayment re
sults from allowance of a deficiency dividend deduction, in ad
dition to this claim a claim must be filed on Form 843 to obtain
a credit or refund for the overpayment.

5. Corporate acquisitions.—In the case of the acquisition of
assets of a corporation by another corporation in a distribution
or transfer described in section 381(a), see section 1.381(c)
(17)—1 of the regulations for the special rules and requirements
for claiming a deficiency dividend deduction.

6. Signature.—The claim must be signed either by the presi
dent, vice president, treasurer, assistant treasurer, chief ac
counting officer, or by any other corporate officer (such as tax
officer) who is authorized to sign.

U.S. GOVERNMENT PRINTING OFFICE: 1969-O-332-535
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FORM

982

Consent to Adjustment of Basis of Property Under
Section 1017 of the Internal Revenue Code

(Rev. May 1967)

U.S. Treasury Department
Internal Revenue Service

Identifying number

Name

Number and street

City or town, State, and ZIP code

Amount excluded from gross income

Date of discharge of indebtedness

Taxable year in which amount excluded

Beginning............................................................. 19............ , Ending.............................................................. 19............
Under the provisions of section 108(a) of the Internal Revenue Code, the taxpayer hereby elects to exclude from gross income the
above amount of income attributable to the discharge of indebtedness for the above taxable year and consents to have the basis of
property adjusted in accordance with the regulations prescribed under section 1017 of the Code which at the time of filing this consent
are applicable to the taxable year for which the consent is filed.

SCHEDULE A (see Instruction F)
Do you consent to the general rule for adjusting basis of property prescribed in section 1.1017-1 of the regulations?

Basis after
consent

Basis before
consent

Description of property

□ YES

□ NO

Amount excluded

Total (must agree with amount excluded from gross income)
_____

Narrative statement of the transactions resulting in discharge of indebtedness and nature of the discharge.

SIGNATURE AND VERIFICATION
Under penalties of perjury, I declare that I have examined this consent, including accompanying schedules and statements, and to the best of my
knowledge and belief it is true, correct, and complete.

Signature—if individual taxpayer

Date

Corporate
Seal
Signature—if corporate taxpayer

30-50

Title

Date

Form 982
INSTRUCTIONS

A. Who must file.—This form must be filed by every
taxpayer who elects pursuant to section 108(a) of the Code
to exclude from gross income any amount of income attrib
utable to the discharge of indebtedness, in whole or in part,
within the taxable year.
B. Qualified indebtedness.—The exclusion under
section 108(a) of the Code applies to indebtedness which
was incurred or assumed either (1) by a corporation, or
(2) by an individual where the proceeds of such indebted
ness were used to purchase, improve, or repair property used
in his trade or business; and for which indebtedness the
corporation or individual is liable, or subject to which in
debtedness the corporation or individual holds property.

C. Time and place for filing.—This form must be filed
with the taxpayer’s income tax return for the taxable year
in which the discharge of indebtedness was obtained. In
special cases, however, where the taxpayer establishes to the
satisfaction of the Commissioner of Internal Revenue reason
able cause for failure to file the necessary consent with his
original return, he may file the consent with an amended
return or claim for credit or refund.
D. Identifying number.—Individuals should enter
their social security number; all others should enter their
employer identification number.

E. Amortization.—If as of the first day of the taxable
year in which a discharge of indebtedness occurs, there is

unamortized premium or discount, the premium shall be
added to the amount that would otherwise be excluded from
gross income, but the discount shall be subtracted from the
amount that would otherwise be excluded from gross income.
F. Selection and basis of property.—If the answer
to the question in Schedule A is “Yes,” the property to be
listed in the schedule and the adjusted basis must be deter
mined in accordance with section 1.1017-1 of the regulations.
If the answer to the question in Schedule A is “No,” the
property to be listed in the schedule and the adjusted basis
must be determined in accordance with section 1.1017-2 of
the regulations. Consent to the request for a variance from
the general rule (a “No” answer to the question in Schedule
A) shall be effected only by a closing agreement entered
into under the provisions of section 7121 of the Code. If
no consent is effected by a closing agreement, then the gen
eral rule prescribed in section 1.1017—1 shall govern the
adjustment of basis of the taxpayer’s property unless the
taxpayer indicates that he does not consent to the general
rule in which event no exclusion from gross income is allow
able for income attributable to discharge of indebtedness.
G. Signature.—The consent must be signed by the tax
payer. If the taxpayer is a corporation, the consent must
be signed either by the president, vice president, treasurer,
assistant treasurer, chief accounting officer, or by any other
corporate officer (such as tax officer) who is authorized to
sign. A receiver, trustee, or assignee must sign any consent
which he is required to file on behalf of a corporation.

U.S. GOVERNMENT PRINTING OFFICE : 1967—O-257-475
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Form 982 A
982A

Consent of Corporation to Adjustment of Basis of its Property
under Section 1082(a) (2) of the Internal Revenue Code

Form
(Rev. Mar. 1969)
Department of the Treasury
Internal Revenue Service

Employer Identification No.

Number and street

City, State, and ZIP code

The corporation named above has excluded under section 1081(b) of the Internal Revenue Code the amount of $...............................................

from its gross income for the taxable year beginning............................................................................ . and ending .............................................................................

Under that section the corporation consents to have the basis of its property adjusted in accordance with the regulations prescribed under

section 1082(a)(2) of the Internal Revenue Code in effect at the time of filing its income tax return for that year. The corporation is organized

under the laws of.....................................................................................................................................
(State of incorporation)

Note: A description of the transactions resulting in the nonrecognition of gain under section 1081 must be attached.

Signature
Under penalties of perjury, I declare that I have examined this consent, including accompanying schedules and statements, and to the
best of my knowledge and belief it is true, correct, and complete.

CORPORATE
SEAL

Date

Signature of Officer

Title

Instructions
1. Who must file.—This form is to be used by a corporation
excluding from gross income under section 1081(b) of the in
ternal Revenue Code any amounts of income attributable to the
transfer of property described therein.
2. How to file.—This form must be filed with the corporation’s
return for the taxable year in which the transfer occurred.

3. Signature.—The consent must be signed either by the
president, vice president, treasurer, assistant treasurer, chief ac
counting officer, or any other corporate officer (such as tax officer)
who is authorized to sign. A receiver, trustee, or assignee must
sign any return which he is required to file on behalf of a
corporation.

4. Adjustment to basis.—This consent will be deemed to be

a consent to the application of the general rule, set forth in
section 1.1082-3(b) of the regulations, for adjustment to basis
of property. The general rule will prevail unless the corporation
specifically states on this form or on an attachment that it does
not consent to the application of the general rule.

If the corporation desires to have the basis of its property ad
justed in a manner different from the general rule, it must attach
a request for variation from the general rule. The request must
show the precise method used and the allocation of amounts.
Consent to the request for variation from the general rule will
be effective only if incorporated in a closing agreement entered
into by the corporation and the Commissioner under the provisions
of section 7121.

U.S. GOVERNMENT PRINTING OFFICE: 1969-O-332-320
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Form 990

Return of Organization
Exempt From Income Tax

990
Department of the Treasury
Internal Revenue Service

1971

Section 501(c) of the Internal Revenue Code

For the calendar year 1971, or fiscal year beginning_______________________ , 1971, and ending_________________ , 19

Please type,
print or
attach label.
See Instruction
P.

Name of organization

Employer Identification number
(See Instruction P)

Address (number and street)

Date of exemption letter

City or town, State, and ZIP code

if exemption application is
pending,checkthisblock .

Enter the name and address used on your return for 1970 (if the same as above, write “Same"). If none filed, give reason.

. □

Enter exemption Code paragraph

)

501(c) (

All Organizations Complete Part I
If you are not a private foundation and line 8 is $10,000 or less, complete only Part I. Do not complete Part II.

1
2
3
4
5

Receipts (Revenues)
Gross sales and receipts from all sources, other than shown on lines 5 and 6......................................
Cost of goods sold.................................................................'................................ ......................................
Cost or other basis and sales expenses of assets sold................................................ ______________

Gross Income—line 1 less sum of lines 2 and 3...........................................................................................
Gross dues and assessments from members and affiliates......................................................................
6 Gross contributions, gifts, grants and similar amounts received (see instructions)................................
7 Total—add lines 4, 5 and 6............................................................................................................................
8 Gross receipts for filing requirements tests—add lines 1, 5 and 6...................... __________________
Expenses and Disbursements
9 Expenses attributable to gross income...................................................................... .............................. ........
Disbursements
for
purposes
for
which
exempt...................................................... ______________
10
11 Excess of receipts over expenses and disbursements—line 7 less sum of lines 9 and 10—Increase or
(Decrease) in net worth (see instructions).................................................................................
Beginning of year
Assets and Liabilities

End of year

12 Total assets.................................................................................................................
13 Total liabilities............................................................................................................
14 Net worth.................................................................................................................
15 Have you engaged in any activities which have not previously been reported to the Internal Revenue Service?
If ''Yes,'' attach a detailed description of such activities......................................................................................

Yes

No

16 Have any changes not previously reported to the Internal Revenue Service been made in your governing instrument,
articles of incorporation, or bylaws, or other instruments of similar import? If “Yes,” attach a copy of the changes
17 Is this a group return filed on behalf of affiliated organizations covered by a group exemption letter? (see inst’s.) .
18 Have you filed a tax return on Form 990-T for this year?......................................................................................

19 Was there a substantial contraction during the year. (See instruction O.) If "Yes,” attach a schedule for the disposi
tion(s) for the year(s) showing type of asset disposed of, the date(s) disposed, the cost or other basis, the fair
market value on date of disposition and the names and addresses of the recipients of the assets distributed . . .
20 Membership organizations enter amount allocated for political purposes........................................... ...................
21 Organizations exempt under section 501(c)(7) enter amount of:
(a) Initiation fees and capital contributions included in line 5, Part I........................................................... ...................
(b) Gross receipts from general public from use of club facilities included in line 1, Part II (or line 1,
Part I, if only Part I is completed) (See Rev. Proc. 71-17)...............................................................................
22 Enter your principal activity codes from last page of instructions...........................................

23 The books are in care of ►.......... .......................................................................................................... ..................................................
Located at ►
24 PRIVATE FOUNDATIONS—Excise Taxes (See instruction 24)
(a) Tax on investment income from Schedule B (Form 990)............................................................................................. ..........
(b) Taxes from attached Form 4720
..................................................................................................................................................
(c) Total (add (a) and (b)). Pay in full with return (Make check or money order payable to Internal Revenue Service). ________________________
Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to the best of
my knowledge and belief it is true, correct, and complete. If prepared by a person other than taxpayer, his declaration is based on all information of
which he has any knowledge.

Date................

Date ...............

Title

............................. Signature of officer or trustee

................. Signatureof individual or firm preparing return

........................

Address
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Form 990
Form 990 (1971)

Organizations with Gross Receipts of More Than $10,000 and Private Foundations Regardless of
Amount of Gross Receipts—Complete Part II
Receipts from Other Sources (line 1, Part I)

1 Gross sales or receipts from ail business activities (state nature). (Attach a statement explaining how each
business activity not reported on Form 990-T contributed importantly to your exempt purpose. See
instruction J.)

2 Interest
3 Dividends . .
4 Gross rents .
5 Gross royalties
6 Gross amount received from sale of assets, excluding inventory items (attach schedule)
7 Other income (attach schedule—Do not include contributions, gifts, grants, etc.). .
8
Total gross sales and receipts from other sources. Enter here and on line 1, page 1
Expenses and Disbursements (lines 9 and 10, Part I)

9
10
11
12
13
14
15
16
17
18

Contributions, gifts, grants, and similar amounts paid (attach schedule—see inst's.)
Disbursements to or for members (attach schedule—see inst’s.) ....
Compensation of officers, directors, and trustees (attach schedule—see inst’s.)
Other salaries and wages......................................................
Interest......................................................................................
Taxes ...........................................................................................
Rent ............................................................................................
Depreciation (and depletion) (attach schedule—see Inst's.)
Other (attach schedule—do not include capital expenditures)
Totals. Enter here and on lines 9 and 10, page 1 . .

Balance Sheets

Beginning of Taxable Year

Assets
19

Cash: (a) Savings and interest-bearing accounts

20
21
22
23

Accounts receivable net........................

(b) Other .....................................................

Notes receivable net (attach schedule)

Inventories...............................................
Gov’t obligations: (a) U.S. and instrumentalities

....

(b) State, subdivisions thereof, etc..............................................

24
25
26
27
28

Investments in nongovernmental bonds, etc. (attach schedule)

Investments in corporate stocks (attach schedule)

.

.

.

Mortgage loans (number of loans________ )........................

Other investments (attach schedule).........................................
Depreciable (depletable) assets (attach schedule)

(a) Less accumulated depreciation (depletion)

.

.

.

....

29 Land....................................................................................................
30 Other assets (attach schedule)...................................
31
Total assets (line 12, Part I)..........................................
Liabilities

32
33
34

Accounts payable............................................................................

Contributions, gifts, grants, etc., payable..............................
(a) Bonds and notes payable (attach schedule)

....

(b) Mortgages payable.................................................................

35
36

Total liabilities (line 13, Part I)...............................................

37

Capital stock or principal fund...............................................

Other liabilities (attach schedule).........................................

Net Worth

38 Paid-in or capital surplus . . .
39 Retained earnings or income fund
40
Total net worth........................
41 Total Liabilities and Net Worth .
us. Government PRINTING office 1971—O-418-028 (36-1663680)
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End of Taxable Year

Schedule A, Form 990

Organizations Exempt Under 501(c)(3)
Supplementary Information

SCHEDULE A
(Form 990)

1971

► Attach to Form 990.

Department of the Treasury
Internal Revenue Service

For calendar year 1971 or fiscal year

beginning..................................................... 1971, and ending..................................................... 19..........

Employer identification number

Name

Compensation of Officers, Directors and Trustees
Name and address

Social security
number

Time
devoted to
position

Title

Compensation

Total—Enter here and on line 11, Part II, Form 990
......................................................................................
Compensation of Five Highest Paid Employees (Other than included in Part I—see instructions)
Name and address of employees paid more then $30,000

Social security
number

Title

Compensation

Total number of other employees paid over $30,000 .
Part III Five Highest Paid Persons for Professional Services (See instructions)
Name and address of persona paid more than $30,000

Type of service

Compensation

Total number of others receiving over $30,000 for professional services

Yes

No

1 During the taxable year, has the organization (1) attempted to influence any national, State, or local legislation,
or (2) participated or intervened in any political campaign?......................................................................................
If “Yes," attach a detailed description of such activities and copies of any materials published or distributed by
the organization in connection with such activities.
2 Has the organization received a ruling or determination letter from the Internal Revenue Service that it is not a
private foundation within the meaning of section 509(a)?......................................................................................
If “Yes," enter date of ruling or letter ►
3 Is the organization a private foundation? (See instructions for definition).....................
If "No,” complete Part V on page 2, If "Yes,” complete and attach Schedule B (Form 990).

30-55

Schedule A, Form 990
Page 2

Schedule A (Form 990) 1971

Part V

Reason for Non-Private Foundation Status (See instructions for definitions)

The organization is not a private foundation because it is:
1 □ A church, school, hospital or governmental unit within the meaning of section 170(b)(1)(A) (i), (ii), (iii), or (v), respectively.
2 □ A medical research organization operated in conjunction with a hospital as provided in section 170(b)(1)(A)(iii). Enter name

and address of hospital..................................................................... .................................................................................................
3 □ An organization operated for the benefit of a college or university owned or operated by a governmental unit as provided in
section 170(b)(1)(A)(iv). (Complete financial schedule.)
4 □ An organization that normally receives a substantial part of its support from a governmental unit or from the general public
as provided in section 170(b)(1)(A)(vi). (Complete financial schedule.)
5 □

An organization that normally receives no more than ⅓ of its support from gross investment income and more than ⅓
of its support from contributions, membership fees, and gross receipts from activities related to its exempt functions—
subject to certain exceptions. Refer to section 509(a)(2). (Complete financial schedule.)

6 □

An organization operated solely for the benefit of, and in connection with, one or more of the organizations described in
blocks 1 through 5 (or for the benefit of one or more organizations described in section 501(c)(4), (5), or (6) and also de
scribed in 5 above), but not controlled by disqualified persons other than foundation managers. Refer to section 509(a)(3).
(Attach a statement identifying and describing the organization(s) for whose benefit you are operated and the relationships
between you and the organization(s).)

7 □ An organization organized and operated to test for public safety as provided in section 509(a)(4) (see instructions).

Financial Schedule (complete only if block 3,4 or 5 is checked)
Calendar year
(or fiscal year
beginning in) ►

8
9

(a)

(b)

(c)

(d)

(e)

1970

1969

1968

1967

Total

Gifts, grants and contributions
received
Membership fees received

10 Gross receipts from admissions,
sales of merchandise, perform
ance of services, orfurnishing of
facilities in any activity which is
notan unrelated business within
the meaning of section 513
11 Gross income from interest, divi
dends, rents, and royalties

12 Net income from unrelated bus
iness activities
13 Tax revenues levied for your
benefit and either paid to you or
expended on your behalf
14 The value of services or facilities
furnished by a Governmental
unit to you without charge (do
not include the value of services
or facilities generally furnished
to the public without charge)
15 Other income (do not include
gain (or loss) from sale of capi
tal assets)—-attach schedule
16 Total of lines 8 through 15
17 Line 16 less line 10
18 Enter 1% of line 16
19 Enter 2% of amount in column (e), line 17.................................................................................................
20 If block 3 or 4 above is checked, attach a list showing the name of and amount contributed by each person (other than a
governmental unit or “publicly supported" organization) whose total gifts for the above four-year period exceeded the
amount shown on line 19. Enter the sum of all of the excess amounts here:______________________________
21 If block 5 above is checked, then with respect to amounts shown in lines 8, 9, and 10, attach a list showing the name of
and total amounts received in each year from each person who is a "disqualified person.” Enter the sum of such amounts
for each year: (a)_______________ _ (b)_______________ , (c)_______________ , (d)_______________
22 If block 5 above is checked, attach a list showing the name and amount included in line 10 for each year from each person
(other than a "disqualified person"), but only if the amount for each year exceeds the greater of the amounts on line 18 for
each year, or $5,000. The term "person" includes a bureau or agency of a governmental unit, and each person described in
section 170(b)(1)(A)(i) through (vi). Enter the sum of such excess amounts for each year: (a)__________________________ ,
(b)------------------------------------- (c)

30-56

(d)

U.S. GOVERNMENT PRINTING OFFICE OFFICE:1971-O-446-936

Schedule B, Form 990

Exempt Private Foundations

SCHEDULE B
(Form 990)

(Defined in section 509(a) and exempt under section 501(a))
Determination of Liability for Chapter 42 Taxes

1971

For calendar year 1971 or fiscal year beginning

Department of the Treasury
Internal Revenue Service

.......................................... .............. 1971, ending......................................................... 19..............

Employer Identification number

Name

A Did you file the annual report required by Section 6056? (See Form 990-AR for instructions)................................. □ Yes

□ No

B At the time of filing Form 990 for 1971, does the organization satisfy the requirements of section 508(e)?
(See general instruction D)..................................................................................................................................................................

□ Yes

□ No

□ Yes

□ No

If Yes, have such requirements been satisfied by:

(1) □ Language in the governing instrument (original or as amended).
(2) □ Enactment of State legislation effectively amending the governing instrument.
C Has the organization attached the list of States referred to in General Instruction B and furnished copies of
Forms 990, and 990-AR (or equivalent report) to State officers as required by General Instruction C? .
.
.

D (1) For calendar year 1970 or fiscal year beginning in 1970, does the organization claim status as an
operating foundation within the meaning of Section 4942(j)(3)?.............................................................................. □ Yes

□ No

If “Yes," attach the information required by General Instruction E; do not answer question B, Part III.
(2) If the answer to (1) above is "Yes,” has the organization received a ruling or determination letter that
_______ it is an operating foundation? If “Yes,” enter date of ruling or letter.............................................................................. □ Yes

□ No

Part I Substantial Contributors (if more space is needed, attach schedule)_______________________________
Name

Address

Inc om e

Part II Computation of Excise Tax on Investment Income
1 Interest .

.

2 Dividends

.

3 Gross rents .
4 Gross royalties

Dednctions Attributable to Investment

I ncom e

5 Net capital gain (from page 2) .
.
.
6
Total income. Add lines 1 through 5
(a) Total expense

(b) Allocable expense

7 Compensation of officers

8 Other salaries and wages

9 Interest .................................

10 Taxes

.................................

11 Rent.......................................
12 Investment service fees .

13 Depreciation (Straight line)
14 Depletion (Cost) .

.

.

15 Other deductions . . .
16
Total deductions. Add lines 7 through 15

.

17 Net investment income (line 6 less line 16, column (b))
18 Domestic organizations—Excise tax, 4% of line 17. Enter here and on line 24(a), page 1, Form 990 .

Tax

19 Foreign organizations: (a) Enter total of lines 1 through 4
(b) 4% of line (a)........................................................................
(c) Tax withheld at source...........................................................

(d) Tax due (line (b) less line (c)). Enter here and on line 24(a), page 1 of Form 990 .

(e) Overpayment (line (c) less line (b)) (See instructions)
Foreign organizations—Enter book value $.................................................................and fair market value
assets held within the United States for investment.

.. of
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Schedule B, Form 990
Page 2

Schedule B (Form 990) 1971

Capital Gains and Losses (Under Section 4940 of the Internal Revenue Code)
b. Description (Examples:
100 sh. of "Z" Co.,
2-Story brick, etc.)

a. Kind of property. Indicate security,
real estate or other (specify)

c. How acquired
P—Purchase
D—Donation

d. Date acquired
(mo., day, yr.)

e. Date sold
(mo., day, yr.)

1

f. Gross sales price

g. Depreciation allowed
(or allowable)

i. Gain or (loss)
(f plus g less h)

h. Cost or other basis
and expense of sale

Complete only for assets showing gain in column i and owned by the foundation on 12/31/69
k. Adjusted basis
1. Excess of col. j
as of 12/31/69
over col. k, if any

j.F.M.V. as of 12/31/69

m. Enter losses from col. i, and gains
(excess of col. i gain over col. l, but not
less than zero)

2 Total. If gain, enter on line 5, Part II. If loss, enter zero

Part III

Private Foundation Questionnaire on Chapter 42 Taxes (excluding Section 4940)

Yes

A Self-dealing (section 4941):
(1) Have you engaged in any of the following acts during the year either directly or indirectly, with one or more disqualified persons:
(see instructions—“Definitions")—
(a) Sale, exchange, or leasing of property .........................................................................................................................................................

(b) Lending of money or other extension of credit...........................................................................................................................................
(c) Furnishing of goods, services, or facilities..................................................................................................................................................

(d) Payment of compensation (or payment or reimbursement of expenses)......................................................................................
(e) Transfer of any part of your income or assets...........................................................................................................................................
(f) Agreed to make any payment of money, or other property, to a government official as defined in section 4946(c) other

than an agreement to employ such individual within 90 days from the date of the agreement...............................................
(2) If any of questions 1(a) through 1(f) is answered “Yes," were all of such acts in which the foundation engaged excepted acts

described in instruction D, Part III?...................................................................................................................................................................................
B Taxes on failure to distribute income (section 4942) (not applicable to an operating foundation as defined in 4942(j)(3)):
(1) Did you at the end of taxable year 1971 have any undistributed income (as defined in section 4942(c)) with respect to the
taxable year 1970?.................................................................................................................
(2) If "Yes,” is the organization applying the provisions of section 4942(a)(2) (relating to incorrect valuation of assets) with

respect to such undistributed income?............................................................................................................................................................................
If “Yes,” see instruction A, Part III.
(3) If answer to (1) is "No" or (2) is "Yes,” enter amount required to be distributed for 1970 (the "distributable amount"—see

section 4942(d)) $...................... . ............................ , and the qualifying distributions in 1970 $.....................................................and 1971

$.................................................. (Attach schedule similar to Schedule B, Form 4720, showing computations.)

C Taxes on excess business holdings (section 4943):
(1) Did you hold more than a two percent direct or indirect interest in any business enterprise (see instructions—"Definitions")

at any time during the year?...........................................................................................................................................................................................
(2) If "Yes,” has the foundation purchased or have disqualified persons purchased stock in a business enterprise since May 26,

1969, which resulted in excess business holdings (direct or indirect) which are subjectto tax under section 4943? ....

D Taxes on investments which jeopardize charitable purpose (section 4944):
Did you invest any amount in such manner as to jeopardize the carrying out of your exempt purposes during the year? .

.

.

E Taxes on taxable expenditures (section 4945):
(1) During the year did you pay, or incur a liability to pay, or designate an amount to be paid, for any of the following—
(a) To carry on propaganda, or otherwise attempt or influence legislation by attempting to affect the opinion of the general
public or any segment thereof or by communicating with any member or employee of a legislative body, or by communi
cating with any other government official or employee who may participate in the formulation of legislation . .
.

(b) To influence the outcome of any specific public election, or to carry on, directly or Indirectly, any voter registration drive .

(c) As a grant to an individual for travel, study, or other similar purposes by such individual......................................................
(d) As a grant to an organization, other than a charitable organization described in paragraph (1), (2) or (3) of
section 509(a) of the Code...................................................................................................................................................................................
(e) For any purpose other than religious, charitable, scientific, literary or educational purposes or for the prevention of

cruelty to children or animals.............................................................................................................................................................................
(2) If any of questions 1(a) through 1(e) is answered "Yes," were all of such transactions excepted transactions described In

instruction E, Part III?....................................................................................................................................................................................................................
(3) If exception 9 of instruction E was applied to question 1(d), have you attached the required statement for such exception as

provided in the instructions under exception 9?...............................................................................................................................................................
Attach Form 4720 If question A(2), B(2), E(2), or E(3) Is answered "No" or question C(2), or D Is answered “Yes,"

U.S. GOVERNMENT PRINTING OFFICE: 1971 —O-445-788
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No

Form 990-AR
Form 990-AR

1971

Annual Report
of Private
Foundation

Name

Under Section 6056 of the Internal Revenue Code

In addition to this Annual Report,
the annual return of the Foundation
filed on Form 990 is available for
public inspection. Consult an
Internal Revenue Service office for
further information.

Treasury

Internal
Revenue
Service
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Form 990-AR
Form 990-AR (1971)

page

2

Annual report for calendar year 1971, or fiscal year beginning...............................

Name of organization

Employer identification number

Address of principal office

If books and records are not at above address, specify where they are kept

Name of principal officer of foundation

Revenues
1 Amount of gifts, grants, bequests, and contributions received for the year....................................................

2 Gross income for the year..............................................................................................................................................

3

Total.....................................................................................................................................................................................

Disbursements and Expenses
4 Disbursements for the year for the purposes for which exempt (including administrative expenses).

5 Expenses attributable to gross income (item 2 above) for the year..........................................................

Foundation Managers
6 List all managers of the foundation (see section 4946(b) IRC):
Name and title

Address where manager may be contacted
during normal business hours

6a List here any managers of the foundation (see section 4946(b) IRC) who have contributed 2 percent of the total contributions
received by the foundation before the close of any taxable year (but only if they have contributed more than $5,000). (See
section 507(d)(2).)

6b List here any managers of the foundation (see section 4946(b) IRC) who own 10 percent or more of the stock of a corporation
(or an equally large portion of the ownership of a partnership or other entity) of which the foundation has a 10 percent or
greater interest.

30-60

Form 990-AR
Page 3

Form 990-AR (1971)

Balance Sheet Per Books at the Beginning of the Year
Assets

Cash......................................

Accounts payable

Accounts and notes receivable

Contributions, gifts, grants,
etc. payable ....

Inventories

...........................

Securities
Government obligations .

Bonds and notes payable .

Mortgages payable

.

.

.

Other liabilities ....

Corporate bonds

Total liabilities ....
Corporate stocks
Mortgage loans

.

Real estate.

.

.

Net Worth

Principal fund

Less: Depreciation

Other assets .

.

Less: Depreciation

Total net worth......................

Total liabilities and net worth
Total assets . .
Itemized Statement of Securities and All Other Assets Held at the Close of the Taxable Year

Total......................................................................................................................................
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Form 990-AR
Form 990-AR (1971)

Page

4

Grants and Contributions Paid or Approved for Future Payment During the Year
If recipient is an in
dividual, show any rela
tionship to any foundation
manager or substantial
contributor

Recipient

Name and address (home or business)

Concise statement of
purpose of grant or
contribution

Amount

Paid during year

Approved for future payment

A notice has been published that this Annual Report is available for public inspection at the principal offices of the foundation, and copies of
this Annual Report have been furnished to the Attorney General of each State entitled to receive reports and listed on Form 990.

(Date)

(Signature of officer)

(Date)

(Signature of individual or firm preparing return)

Instructions
A. Annual Report.—The foundation man
agers (as defined in section 4946(b)) of every
organization which is a private foundation
having at least $5,000 of assets at any time
during a taxable year shall file an annual re
port. A private foundation may use this form
for its annual reporting requirements.
The annual report required to be filed is in
addition to and not in lieu of submitting the
information required on Form 990 under sec
tion 6033.
The report maybe prepared in printed, type
written or any other form the foundation
chooses; provided that it readily and legibly
discloses the information required by section
6056 and the regulations thereunder.
B. Where and When to File.—The annual
report must be filed at the time and place
specified for filing Form 990.

C. Public Inspection of Private Foundation’s
Annual Reports.—The annual report required
to be filed under section 6056 shall be made
available by the foundation managers for in
spection at the principal office of the founda
tion during regular business hours by any citi

zen on request made within 180 days after the
publication of notice of its availability; or if the

foundation manager chooses, he may furnish
a copy free of charge to such persons request
ing inspection, provided such persons do so at
the time and manner prescribed in section
6104(d) and the regulations thereunder.
The notice shall be published not later than

the day prescribed for filing such annual re
port (determined with regard to any extensions

of time for filing), in a newspaper having gen

eral circulation in the county in which the
principal office of the private foundation is lo
cated. The notice shall state that the annual
report of the private foundation is available
at its principal office for inspection during
regular business hours by any citizen who re
quests it within 180 days after the date of such
publication, and shall state the address of the
private foundation’s principal office and the
name of its principal manager. A private
foundation may designate in addition to its
principal office, or (if the foundation has no
principal office or none other than the resi
dence of a substantial contributor or founda
tion manager) in lieu of such office, any other
location at which its annual report shall be
made available.
A copy of the notice must be attached to the
annual report filed with the Internal Revenue
Service.
A copy of such notice as published and a
statement signed by a foundation manager
stating that such notice was published, setting
forth the date of publication and the publica
tion in which it appears shall be sufficient proof
of publication.
D. Signature and Verification.—The report
must be signed by the foundation manager.

E. List of States.—A private foundation is
required to attach to its Form 990 a list of
all States:

(a) to which the organization reports in any
fashion concerning its organization, assets, or
activities, and
(b) with which the organization has regis
tered (or which it has otherwise notified in any

manner) that it intends to be, or is a charitable
organization or that it is, or intends to be.

(Title)

(Address)

a holder of property devoted to a charitable
purpose.
F. Furnishing of Copies to State Officers;
Listing of States.—The foundation managers
shall furnish a copy of the annual report (re
quired by section 6056) to the Attorney Gen
eral of (1) each State which they are required
to list above, (2) the State in which is located
the principal office of the foundation, and (3)
the State in which the foundation was in
corporated or organized. Such report shall be
furnished at the same time it is sent to the
Internal Revenue Service, in addition, the
foundation managers shall provide upon re
quest a copy of the annual report to the
Attorney General or other appropriate State
officer of any other State. The foundation man
ager shall also attach to the report a copy of
the Form 990 and a copy of the Form 4720
(if any) filed by the foundation with the
Internal Revenue Service for the year.
G. Penalty for Failure to File Report and
Notice on Time.—If a private foundation fails
to file the annual report on or before the due
date, or to comply with the requirements under
"C" above, there will be imposed on the per
son (anyone under a duty to perform the act),
a $10 penalty for each day during which such
failure continues, not to exceed $5,000. See
section 6652(d)(3). If such failure to file the
annual report or comply with "C" is willful,
there shall be imposed in addition to the
amount mentioned above a penalty of $1,000
with respect to each such report or notice. See
section 6685.
H. Foreign Organizations.—A foreign or
ganization which has received substantially all
of its support (other than gross investment in
come) from sources outside the United States
shall not be subject to the requirements of
C and F above.

US. GOVERNMENT PRINTING OFFICE:1971—O-418-029 36-2249473
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Form 1023
U.S. TREASURY DEPARTMENT—INTERNAL REVENUE SERVICE

FORM

1023

(Rev. April 1965)

EXEMPTION APPLICATION
(To be made only by a principal officer of the organization claiming exemption)

To be filed in duplicate
with the District Director
for your District.

For use of organizations applying for exemption under section 501(a) and described in section 501(c)(3) of the Internal Revenue Code, which
are organized and operated (or will operate) exclusively for one or more of the following purposes (check purpose(s)):
0 Religious
□ Charitable
0 Scientific
0 Testing for Public Safety
0 Educational
0 For the prevention of cruelty to children or animals
0 Literary
Every organization that claims to be exempt must furnish the information and data specified in duplicate. If any organization
fails to submit the information and data required, this application will not be considered on its merits and the organization will
be notified accordingly.

This application shall be open to public inspection in accordance with section 6104(a)(1) of the Internal Revenue Code.
See separate instructions for Form 1023 to properly answer the questions below.

b. Employer identification number

la. Full name of organization
2. Complete address (number, street, city or town, State and Postal ZIP code)

3a. Is the organization
incorporated?

b. If "Yes,'' in which State and under which law (General corporation, not for profit, membership, educational,
eleemosynary, etc.)? Cite statutory provisions.

□ Yes
□ No
4a. If not incorporated, what is form of organization?

5a. Has organization filed Federal income tax
return(s)?
□ Yes
□ No

b. Date incorporated or
organized

c. Month and day on which the
annual accounting period ends

b. If “Yes,” form number of return filed and Internal Revenue
District where filed.

c. Year(s) filed

6. After July 1, 1950, did the creator of your organization (if a trust), or a contributor to your organization, or a brother or sister (whole or

half blood), spouse, ancestor, or lineal descendant of such creator or contributor, or a corporation controlled directly or indirectly by such
creator or contributor, enter into any of the transactions (or activities) enumerated below? NOTE: If you have any knowledge or con
template that you will be a party to any of the transactions (or activities) enumerated in 6a through 6f, check “planned” in the
applicable block(s) and see instructions.
Yes

No

Planned

a. Borrow any part of your income or corpus?

d. Purchase any securities or other prop
erty from you?

b. Receive any compensation from you?

e. Sell any securities or other property to
you?

c. Have any part of your services made available to
him?

f. Receive any of your income or corpus
in any other transaction?

Yes

No

Planned

Yes

7.

No

Have you issued or do you plan to issue membership, stock, or other certificates evidencing voting power in the organization?

8a. Are you the outgrowth or continuation of any form of predecessor(s)?
b. Do you have capital stock issued and outstanding?
c. Have you made or do you plan to make any distribution of your property to shareholders or members?

d. Did you receive or do you expect to receive 10 percent or more of your assets from any organization, group of affiliated or
ganizations (affiliated through stockholding, common ownership, or otherwise), any individual, or members of a family group
(brother or sister whether whole or half blood, spouse, ancestor, or lineal descendant)?
e. Does any part or will any part of your receipts represent payment for services of any character rendered or to be rendered by
you?

f. Are you now, have you ever been, or do you plan to be engaged in carrying on propaganda, or otherwise advocating or
opposing pending or proposed legislation?
g. Do you participate or plan to participate in or intervene in (including the publishing or distributing of statements) any political
campaign on behalf of or in opposition to any candidate for public office?

h. Have you made or do you plan to make any payments to members or shareholders for services rendered or to be rendered?
i. Does any part or do you plan to have any part of your net income inure to the benefit of any private shareholder or individual?
j. Are you now or are you planning to be affiliated in any manner with any organization(s)?

k. Do you hold or plan to hold 10 percent or more of any class of stock or 10 percent or more of the total combined voting
power of stock in any corporation?

30-61

Form 1023
Page 2
9. Has any State or any court (including a Court of Probate, Surrogate’s Court, etc.) ever declared whether you were or were not organized
and operated for charitable, etc., purposes? □ Yes Q No. If "Yes," attach copies in duplicate of pertinent administrative or judi
cial decisions.
10. You must attach copies in duplicate of the following:

a. If incorporated, a copy of your articles of incorporation, or if not incorporated, a copy of your constitution, articles of association, decla
ration of trust, or other document whereby you were created setting forth your aims and purposes, a copy of all amendments thereto,
and any changes presently proposed.

b. A copy of your bylaws or other similar code of regulations, all amendments thereto, and any changes presently proposed.
c. A complete statement of assets and liabilities as of the end of each annual accounting period (or as of the date of the filing of this
application, if you were in existence for less than a year).

d. A statement of receipts and expenditures for each annual accounting period of operation (or for the period for which you were in exist
ence, if less than a year).

e. A statement which clearly indicates what State statutes or court decisions govern the distribution of assets upon dissolution. (This state
ment may be omitted if your charter, certificate, or other instrument of organization makes provision for such distribution.)
f. A brief statement of the specific purposes for which you were formed. (Do not quote from or make reference to your articles of incorpo
ration, constitution, articles of association, declaration of trust, or other document whereby you were created for this question.)

g. A statement explaining in detail each fund-raising activity and each business enterprise you have engaged in or plan to engage in,
accompanied by copies of all agreements, if any, with other parties for the conduct of each fund-raising activity or business enterprise.
h. A statement which describes in detail the nature of each of your activities which you have checked on page 1, activities which you spon
sor, and proposed activities.

i. A statement which explains fully any specific activities that you have engaged in or sponsored and which have been discontinued.
Give dates of commencement and termination and the reasons for discontinuance.
j. A statement which describes the purposes, other than in payment for services rendered or supplies furnished, for which your funds are
expended or will be expended.

k. A schedule indicating the name and position of each officer, director, trustee, etc., of the organization and the relationship, if any, by
blood, marriage, adoption, or employment, of each such person to the creator of the organization (if a trust), to any person who has
made a substantial contribution to the organization, or to a corporation controlled (by ownership of 50 percent or more of voting stock
or 50 percent or more of value of all stock), directly or indirectly, by such creator or contributor. The schedule shall also indicate
the time devoted to position and compensation (including salary and expense account allowance), if any, of each officer, director,
trustee, etc., of the organization.
l. A copy of each lease, if any, in which you are the lessee or lessor of property (real, personal, gas, oil, or mineral) or in which you own
an interest under such lease, together with copies of all agreements with other parties for development of the property.

SIGNATURE AND VERIFICATION
Under penalties of perjury, I declare that I have examined this application, including accompanying statements, and to the best of my knowledge
and belief it is true, correct, and complete.

Date

Signature of officer
GPO :
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Title
FORM 1

023

(REV. 4-65)

Form 1040-ES
Estimated Tax Declaration—Voucher
for Individuals—1972

1040-ES

Department of the Treasury
Internal Revenue Service

To be used for making declaration and payment

* A. Estimated tax (or amended esti
mated tax) for the year ending

If fiscal year taxpayer, see instruction 10.

(month and year).....................................

Please type or print

1 Your social security number

1 Spouse’s social security number

First name and initial (if joint declaration, use
first names and middle initials of both)

Last name

$

Voucher

1

(Calendar Year—Due
April 15, 1972)
B. Overpayment from Iasi
year credited to estimated
tax for this year
$

1. Amount of this installment

$.......... . ......................

2. Amount of overpayment from last
year (all or part) applied to this in
stallment (see instruction 8) . . .

$.

3. Amount of this installment payment
(line 1 less line 2)............................ $__________________ __
If this is an original declaration-voucher, file even though line 3

Address (Number and street)

City, State, and ZIP code

Sign
here

►_________
Your signature

► __________________
Return this voucher with check or money order
payable to “Internal Revenue Service.”

Spouse’s signature (If joint declaration)
•Do not file this declaration-voucher if estimated tax is less than
$100.00.

NOTE: Shown above is Voucher 1 of four vouchers which are identical except for
their due dates. The due dates for calendar year taxpayers are as follows:

Voucher 1

April 15

Voucher 2

June 15

Voucher 3

September 15

Voucher 4

January 15
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Form

Form 1040-ES

1040-ES

Department of the Treasury
Internal Revenue Service

Kentucky, Tennessee,
Virginia

Instructions
NOTE—You must determine your expected adjusted
gross income and credits upon the basis of the
facts and circumstances existing at the time pre
scribed for filing your 1972 declaration as well as
those reasonably to be anticipated for 1972.
You may find it helpful to use your 1971 Form
1040 as a guide to determine your expected adjusted
gross income and credits for 1972. Be sure to
deduct $750 for each exemption, and (if you do not
itemize) a standard deduction of 15% of your ad*
justed gross income (limited to $2,000 or $1,000 if
married filing separately) to arrive at your taxable
income.
1. Purpose of declaration-vouchers.—The
declaration-vouchers are provided for paying
currently any income tax (including self-employ
ment tax but not the minimum tax on items of
tax preference) due in excess of the tax withheld.
Therefore, declarations are required only from
individuals whose wages or other income ex
ceed the amounts specified in instruction 2.
2. Who must make a declaration.—Every
citizen of the United States or resident of the
United States, Puerto Rico, Virgin Islands, Guam,
and American Samoa shall make a declaration
of his estimated tax if his total estimated tax
(tine 11 of worksheet) is $200 or more and he:
(a) can reasonably expect to receive more
than $500 from sources other than wages sub
ject to withholding; OR
(b) can reasonably expect gross income to
exceed—

(1) $20,000 for a single individual, a head of house
hold, or a widow or widower entitled to the special tax
rates,(2) $20,000 for a married individual entitled to file
a joint declaration with his spouse, but only if his spouse
has not received wages tor the taxable year;
(3) $10,000 for a married individual entitled to file a
joint declaration with his spouse, but only if both he and
his spouse have received wages for the taxable year;
(4) $5,000 for a married individual not entitled to file
a joint declaration with his spouse.
A nonresident alien who is required to file a
declaration of estimated income tax must use
Form 2040-ES(OIO).
NOTE—Some taxpayers find it convenient to
increase their withholding tax to avoid filing
declarations. If you do so, make sure your bal
ance due (exclusive of minimum tax on items
of tax preference) on Form 1040 will be less
than $100. You may also request that tax be
withheld on certain annuity or pension payments
you receive. To do so, file Form W-4P with the
payer of the annuity.

3. When to file declaration.—Your declaration
must be filed on or before April 15, 1972, or
such later date as is specified in instructions
6 and 7. However, if any date shown falls on a
Saturday, Sunday, or legal holiday, substitute
the next regular workday.

4. Where to file your declaration-voucher.
If your legal residence
or principal plece of
Use this
business is in this State
mailing address

Delaware, District of
Columbia, Maryland, New
Jersey, Pennsylvania

Alabama, Florida, Georgia,
Mississippi, North Carolina,
South Carolina
Indiana, Michigan, Ohio,
West Virginia

Arkansas, Kansas,
Louisiana, New Mexico,
Oklahoma, Texas
Alaska, Arizona* Colorado,
Idaho, Minnesota, Montana,
Nebraska, Nevada, North
Dakota, Oregon, South
Dakota, Utah, Washington,
Wyoming
Illinois, Iowa, Missouri,
Wisconsin

Connecticut, Maine,
Massachusetts, New
Hampshire, New York.
Rhode Island, Vermont
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Declaration of Estimated Tax
for Individuals

Internal Revenue Service
Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155
Internal Revenue Service
Center
4800 Buford Highway
Chamblee, Georgia 30006
Internal Revenue Service
Center
Cincinnati, Ohio 45298
Internal Revenue Service
Center
3651 S. Interregional Highway
Austin, Texas 78740
Internal Revenue Service

1160 West 1200 South Street
Ogden. Utah 84405
Internal Revenue Service
Center
2306 E. Bannister Road
Kansas City, Mo. 64170
Internal Revenue Service
Center
310 Lowell Street
Andover, Mass. 01812

California: Counties of
Imperial, Inyo, Kern,
Los Angeles, Mono,
Orange, Riverside, San
Bernardino, San Diego,
San Luis Obispo, Santa
Barbara, and Ventura
California (all other
counties),

If you are located in

▼

Panama Canal Zone,
American Samoa,
Guam

Puerto Rico (or if
excluding income under
section 933)
Virgin Islands:
Non-permanent residents
Virgin Islands
Permanent residents

Internal Revenue Service
Center
3131 Democrat Rood
Memphis, Tennessee 38110
Internal Revenue Service
Center
1160 West 1200 South Street
Ogden. Utah 84405

1972

only when the amount of the unused credit is
less than the amount of the next installment due.
9. Amended declaration.—Use the Amended
Computation schedule on page 2 if, after having
filed a declaration, you find that your estimated
tax is substantially increased or decreased. Show
the amended estimated tax in Block A and the
overpayment credit in Block B of the next
declaration-voucher filed.

Internal Revenue Service
Center
5045 East Butler Avenue
Fresno, California 93730

10. Fiscal year.—If your return is not on a
calendar year basis, change all dates to corre
spond with your fiscal year.

Use this address

NOTE—For information concerning proration
of deductions, tax rates and other rules for fiscal
year tax computation, consult an Internal Reve
nue Service office.

Internal Revenue Service
Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155
Internal Revenue Service
Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155

Department of Finance,
Tex Division
Charlotte Amalie,
St. Thomas
Virgin Islands 00801

U.S. citizens with foreign addresses (except A.P.O. and
F.P.O.) and those excluding income under sec. 911 or 931:
file with the Internal Revenue Service Center, 11601 Roose
velt Boulevard, Philadelphia, Pennsylvania 19155.

5. Payment of estimated tax.—Your esti
mated tax may be paid in full with the declara
tion, or in equal installments on or before April
15, 1972, June 15, 1972, September 15, 1972,
and January 15, 1973. The first installment must
accompany the declaration. Make check or
money order payable to “Internal Revenue Serv
ice.’’ Please write your social security number on
your check or money order.

NOTE A.—The new law changed withholding
for 1972. Please check income tax to be with
held in figuring your estimated tax.
NOTE B.—Reminder notices for estimated
tax installments will not be sent to you. Please
use the enclosed vouchers to forward your pay
ments when due.
6. Farmers and fishermen.—If at least twothirds of your gross income is from farming or
fishing, you may file the declaration on or before
January 15, 1973, instead of April 15, 1972.
If you wait until January 15, 1973, you must
then pay the entire amount of the estimated tax.
However, if you file your final tax return on or
before March 1, 1973, and pay the total tax
at that time, you need not file a declaration for
1972.

7. Changes in income, exemptions, etc.—
Even though your situation on April 15 is such
that you are not required to file, your circum
stances may change so that you will be required
to file a declaration later. In such case the
time for filing is as follows: June 15, if the
change occurs after April 1 and before June 2;
September 15, if the change occurs after June 1
and before September 2; January 15, 1973, if
the change occurs after September 1. The esti
mated tax may be paid in equal installments on
the remaining payment dates.
If by January 31, 1973, you file your 1972
income tax return and pay in full the balance
of tax due, then on or before January 15, 1973,
you need not—(a) file any required amended
declaration; (b) file an original declaration which
would be due for the first time on January 15,
1973; or (c) pay the last installment of esti
mated tax.

11. Penalty for failure to pay estimated in
come and self-employment tax.—A penalty of
6% a year is imposed by law for underpayment
of installments of estimated tax except in cer
tain situations. The penalty does not apply if
each installment is paid on time and (a) is at
least 80 percent (66%% for farmers and fisher
men) of the amount due (exclusive of minimum
tax on items of tax preference) on the basis
of the tax shown on the return for the taxable
year, (b) is at least as much as would have
been paid if based on the tax (including selfemployment tax) shown on your 1972 return,
or (c) is based on a tax computed by using
your income for last year and this year's tax
rates and exemptions. For additional excep
tions in unusual cases see Form 2210. Farmers
and fishermen see Form 2210F.

Exemption from the penalty due to service in
a combat zone.—You may be exempt from the
penalty for underpayment of estimated tax, if
you served in the Armed Forces of the United
States, or in their support, in an area desig
nated by the President as a “combat zone," or
in an area outside the “combat zone” under
conditions which qualified you for Hostile Fire
Pay. Consult an Internal Revenue Service office
for further information.
12. Publication 713, 1972 Tax Tables, Tax
Rate Schedules, etc.—Publication 713, contain
ing 1972 tax tables and tax rate schedules, may
be obtained at an Internal Revenue Service
office. It also provides information about the
maximum tax on earned income for 1972.

How to Use the Declaration-Voucher
1. Fill out the worksheet on page 2 to figure
your estimated tax for 1972.
2. Enter your social security number, name
and address on the voucher.
3. Enter the amount shown on line 11 of the
worksheet in Block A of the voucher.
4. Enter the amount shown on line 12 of
the worksheet on line 1 of the voucher.
5. Enter the overpayment from last year cred
ited to your estimated tax for this year in
Block B of the voucher.
6. Enter amount of overpayment from last
year applied to installment on line 2 of the
voucher.

7. Subtract the overpayment credit from the
amount of installment and enter amount of pay
ment on line 3. If original or amended voucher,
file even though line 3 is zero.
8. Sign the voucher and detach at perforation.
9. Attach check or money order to the
voucher. Then fill in Record of Estimated Tax
Payments schedule on page 2.
10. Mail to address shown in instruction 4.

8. Overpayment Credit from Form 1040 for
1971.—If you had an overpayment on your
1971 return and elected to apply it as a credit
to your 1972 estimated income tax, the amount
of overpayment may be applied in full or in part
to any installment. Be sure to enter the total
overpayment credit in Block B of your original
or amended declaration-voucher. Also, enter the
amount of overpayment credit applied to each
installment on line 2 of the declaration-voucher
and in Column (c) of the Record of Estimated Tax
Payments on page 2.

2. Complete Blocks A and B and lines 1
through 3 of the voucher by inserting the
amended amounts where applicable.

If the credit equals or exceeds the estimated
tax liability for the first installment, you should
complete the declaration-voucher even though
the amount of payment (line 3) is zero. The re
maining declaration-vouchers should be filed

3. Sign the voucher, detach at perforation,
and mail with required payment
For each later installment, complete only lines
1, 2, and 3 of the voucher, attach remittance,
and mail.
16—81728-1

For each later installment, you need only com
plete lines 1, 2, and 3 of the voucher, attach
remittance, and mail. However, if you must
amend your estimate then:

1. Fill out the Amended Computation schedule
on page 2.

G

Schedule G, Form 1040

Income Averaging

SCHEDULE G
(Form 1040)

1971

► See Instructions on pages 3 and 4.
> Attach to Form 1040.

Department of the Treasury
Internal Revenue Sendee

Your social security number

Name(s) as shown on Form 1040

Taxable Income and Adjustments

1 Taxable income (see instruction 1)

.

(a)
Computation year

(b)
1st preceding base
period year

(C)
2d preceding base
period year

(d)
3d preceding base
period year

(e)
4th preceding base
period year

1971

1970

1969

1968

1967

.

.

2 Income earned outside of the United States or
within U.S. possessions and excluded under
sections 911 and 931..............................................

3 Excess community income and certain amounts
received by owner-employees subject to a penalty
under section 72(m)(5). See instruction 3 .
.
4 Accumulation distributions subject to section
668(a)...............................................................................

5 Adjusted taxable

income or base period income.
(Line 1 plus line 2, less lines 3 and 4). If less
than zero, enter zero.....................................................

Computation of Averagable Income
6

Adjusted taxable income from line 5, column (a)................................................................ ....

7

30% of the sum of line 5, columns (b), (c), (d), and (e) . . ........................... .... ............................

8

Averagable income (line 6 less line 7)..................................................... .... ....................................................
Complete the remaining parts of this form only If line 8 Is more than $3,000. If $3,000 or
less, you do not qualify for income averaging. Do not fill in rest of form.

Computation of Tax

9

Amount from line 7

10 20% of line 8 .

.

11 Total (add lines 9 and 10)........................ ............................................................................................... ....

■

12 Amount from line 3, column (a), less any income subject to a penalty under section 72(m)(5) which was
included in line 3................................................................... .... .......................................................................
13 Total (add lines 11 and 12).

.

.

.

14 Tax on amount on line 13

... .

15 Tax on amount on line 11

....

16 Tax on amount on line 9...................

17 Difference (line 15 less line 16)

.

18 Multiply the amount on line 17 by 4
19 Total (add lines 14 and 18)....

20 Tax on income subject to the penalty under section 72(m)(5) which was included in line 3
21 Tax on accumulation distributions subject to section 668(a)........................................... ............................

22 Tax (add lines 19, 20 and 21). Enter here and on Form 1040, line 19. Also check Schedule G box on Form
1040, line

19.................................................................................................................................................................................................................
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Computations on this page are not needed unless line 18, Form 1040 for 1971 is under $10,000
or you used the optional tax tables for 1970, 1969, 1968 or 1967.
Computation of Standard Deduction for 1971 if Adjusted Gross Income is Under $10,000
Enter 13% of line 18, Form 1040 (limited to $750 if married filing separately)...........................................
2 Enter $1,050 ($525 if married filing separately)...........................................................................................
3 Standard deduction. Enter line 1 or 2 whichever is greater. (If married filing separately choose either line
1 or line 2. Note: If one spouse uses the percentage standard deduction (line 1) both must use it.). . .
1

Computation of Standard Deduction for 1970 if You Used the Optional Tax Tables
Enter 10% of line 18, Form 1040 (1970), but not more than $500 if you were married and filed
separately...........................................................................................................................................................
(If you were married and filed separately, complete only line 2 or line 3, whichever is applicable. All
other filers complete only lines 4 through 14.)
2 If you used the low income allowance, enter the sum of $100 plus $100 for each exemption claimed on
line 11, Form 1040 (1970), but not more than $500.1970 standard deduction...........................................
3 If you used the percentage standard deduction, enter amount from line 1.1970 standard deduction . .
4 Basic allowance. Enter the sum of $200 plus $100 for each exemption claimed on line 11, Form 1040
(1970), but not more than $1,000 ................................................................................................................
1

Computation of additional allowance:
5 Limitation................................................................................ .....
6 Enter $100 for each exemption claimed on line 11, Form 1040
(1970)......................................................
7 Enter amount from line 18,
Form
1040(1970)................................................
8 Enter the sum of $1,100 plus $625 for
each exemption claimed on line 11,
Form 1040 (1970)......................................
9

$900 00

Subtract line 8 from line 7. If less than

zero, enter zero...........................................
10 Enter one-half of amount on line 9
11 Add lines 6 and 10
12

Additional allowance. Subtract line 11 from line 5. If less than zero, enter zero

13
14

Low income allowance. Add lines 4 and 12................................................
Standard deduction. Enter amount from line 1 or line 13, whichever is greater

Computation of Standard Deduction for a Base Year Prior to 1970 if You Used the Optional Tax Tables
If you were married and filed a separate return, complete only line 4 or line 5, whichever is applicable. All other filers complete
only lines 1,2, and 3.

Enter 10% of adjusted gross income........................................................................... ....... ........................................
Enter $200 plus $100 for each exemption claimed but not more than $1,000. ........ _________________
3 Standard deduction. Enter amount on line 1 or line 2 whichever is greater................................................ ..................................... .
1

2

Married persons who filed separate returns:

Standard deduction if you used the 10 percent standard deduction. Enter 10% of adjusted gross income.
5 Standard deduction if you used the minimum standard deduction. Enter $100 plus $100 for each
exemption claimed but not more than $500 ................................................................................................ ......................................

4

Use this space for additional information such as determining base period income in accordance with General Instruction C or
itemizing of line 3, page 1, etc.
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General Instructions

This schedule must be attached to your Form 1040 to choose the benefits of income averaging. Only individuals
who are citizens or residents of the United States throughout 1971 are eligible for averaging. Corporations, estates
and trusts do not qualify.
The income averaging method of computing tax may be to your advantage if your income has increased sub
stantially this year. Under this method your 1971 income which exceeds 30 percent of the sum of your four prior years
(1967-1970) income is taxed, in effect, by averaging that excess over the five-year period (1967-1971). Basically, the
taxable income for each year is the figure utilized. However, since accumulation distributions subject to section 668(a)
and certain other items of income described in instruction 3 are not subject to averaging, adjustments to the taxable
income, as it appears on Form 1040 for each year, are necessary.

A. WHO MAY FILE.—Generally, you may choose the pro
visions of income averaging for 1971, by filing Schedule G
with your Form 1040 if you meet the requirements of (1)
citizenship or residence, and (2) support. On a joint return
both husband and wife must meet the requirements.
(1) Citizenship or residence requirement.—You must
have been a citizen or resident of the United States
throughout 1971. A nonresident alien at any time during
the five taxable year period ending with 1971 is not
eligible.
(2) Support requirement.—You must have furnished
at least 50 percent of your own support for each of the
years 1967 through 1970. In a year in which you were
married it is only necessary that you together with your
wife provided at least 50 percent of the support of both of
you. For definition of support see page 5 of the Form
1040 Instructions.
Exceptions. The support requirement is waived if—

(1) You were age 25 or more before the end of
1971 and you were not a full-time student during at
least any four of your taxable years beginning after you
have attained the age of 21. Thus, generally, if you are
age 25 or over and have been out of school for 4 years
since age 21, you are eligible for averaging. You are a
student for a taxable year if during 5 calendar months
of that year you were a full-time student at an educa
tional institution or were pursuing a full-time course of
institutional on-farm training under the supervision of
an accredited agent of an educational institution or of
a State or political subdivision of a State.

(2) More than 50 percent of your adjusted taxable
income for 1971 (line 5, column (a)) is attributable
to work performed by you in substantial part dur
ing two or more of the four taxable years preceding
1971, or
(3) You file a joint return for 1971 and not more
than 25 percent of the aggregate adjusted gross in
come (Form 1040, line 18) is attributable to you.

B. PROVISIONS INAPPLICABLE.—If you file Schedule G
you may not—
(1) Exclude from income any part of your earned in
come from sources without the United States (see section
911 and Form 2555) or any income from sources within
possessions of the United States (see sections 931-934
and Form 4563).
(2) Use tax tables 1-13 in the Form 1040 instructions.
You may, however, use the standard deduction.
(3) Avail yourself of the limitation on tax under section
72(n)(2) for income resulting from certain distributions
from an employees' trust.

(4) Avail yourself of the advantages of alternative tax
on capital gain under section 1201(b).
(5) Avail yourself of the advantages of the maximum
tax rate on earned income.

C. BASE PERIOD INCOME RULES.—Your base period
income for each of your base period years (1967-1970)

must be determined in a manner consistent with your return
for 1971. If you make a separate return for 1971, you must
determine your separate base period income for each of your
base period years. If a husband and wife make a joint return
for 1971, they must determine the sum of their separate
base period incomes for each base period year. Thus, if you
and your wife make a joint return for 1971 and were married
and made joint returns with each other for any base period
year, your base period income for each such year is to be
figured on the basis of your aggregate taxable income for
that year. If you make a return for 1971 as a surviving
widow(er) (under section 2(a)), your base period income for
each of the base period years (1967-1970) is the sum of
your base period income and that of your deceased husband
(wife) for each such year. If a husband and wife married in
1971 and make a joint return for 1971, and neither person
was married from 1967 through 1970, their base period
incomes for each of those years is the sum of the husband's
separate base period income and that of his wife for each
such year.

In some cases the computation of your separate base
period income for a base period year may require as many as
three computations. The facts in each case determine how
many computations are necessary. For instance, if you were
married for 1971 and made a joint return with your wife
(husband), but had a different wife (husband) for 1971 than
for a base period year, two computations are necessary. In
such case, your separate base period income for the year in
question is the larger of the following amounts:
(1) The amount of your adjusted separate income and
deductions for the base period year.
(2) One-half the total amount of base period income
resulting from adding your adjusted separate income and
deductions to the adjusted separate income and deduc
tions of your wife (husband) for that base period year.

However, if you and your wife file separate returns for
1971, a third computation is necessary. Your separate
base period income will be the largest of the amounts
determined under (1) and (2) above and:

(3) One-half the total amount of the base period in
come resulting from adding your adjusted separate in
come and deductions to the adjusted separate income
and deductions of your wife (husband) for 1971 for that
base period year.
The amount of your separate income and deductions for a
base period year is the excess of your gross income for
that year over your allowable deductions. Your separate de
ductions for any base period year for which you made a sep
arate return are the deductions allowable on that return. If
you made a joint return for a base period year, your separate
deductions are (1) in the case of deductions allowable in
computing your adjusted gross income, the sum of such de
ductions attributable to your gross income, and (2) in the
case of deductions allowable in computing taxable income
(exemptions and itemized deductions), the amount resulting
from multiplying the amount of such deductions allowable
on the joint return by a fraction whose numerator is your
adjusted gross income and whose denominator is the aggre
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4
gate adjusted gross income on the Joint return. However, if
85 percent or more of the aggregate adjusted gross income
of a husband and wife is attributable to either one, all of
the deductions allowable in computing taxable income are
allowable to the one to whom such income is attributable.
See specific instruction 1 on adjusted gross income.

If you must determine your separate base period income
for any of the base period years, show the computation and
give names under which the returns were filed in the space
provided on page 2. If additional space is needed show your
computation on an attachment. An example illustrating such
computation follows:

In computing your separate base period income when
community property laws are applicable, you must take into
account all of the earned income you earned, without regard
to the community property laws, or your share of the com
munity earned income under the community property laws,
whichever is greater.

H and W are calendar year taxpayers who were married
and otherwise eligible to choose the benefits of income aver
aging for the taxable year 1971 for which they made a joint
return. W, however, was married to and made a joint return
with A for the taxable year 1967. H was unmarried for 1967.
H and W compute their base period income for 1967 in the
following manner:

A & W (Joint Return)

A

W

H

Salary.................................................................................
Dividends............................................................................

$16,000
2,000

$11,500
500

$4,500
1,500

$3,000
1,000

Adjusted Gross Income..................................................................
Total of itemized deductions and personal exemptions . .

$18,000
3,600

$12,000
2,400

$6,000
1,200 (1)

$4,000
1,600

.

$14,400

$9,600

$4,800

$2,400

Taxable Income (Separate Income and Deductions).

.

(1) 6000 (W's separate adjusted gross
income)
(Total of itemized deductions and personal
18000 (A and W's adjusted gross X 3600 exemptions on A & W's joint return)
income from joint return)

Method No. 1—W's separate income and deductions...........................................................................................

$4,800

Method No. 2 — W and A's taxable income from joint return, $14,400X 50 percent..................................................... $7,200

W's separate base period income is $7,200, the larger of the two methods. H and W's base period income (since there are
no adjustments) for 1967 is $9,600 (H’s separate base period income of $2,400 (unmarried in 1967) plus W's separate base
period income of $7,200).

SPECIFIC INSTRUCTIONS
The following instructions are numbered to correspond with the line numbers on the form.

Taxable Income and Adjustments

1 Except as noted below, enter on this line the amount
(never less than zero) from—

(a) Form 1040 (1970-71)—line 50
(b) Schedule T (1969)—line 5
(c) Form 1040 (1967-68)—line 11d. page 1
(d) Form 1040A (1967-68)—line 5, page 4

Tax Computation
Schedule Form
1040A Instructions

{

For any year for which you use the tax tables to compute
your tax, you may arrive at the amount to be entered in
line 1, by subtracting from your adjusted gross income (see
below), the standard deduction and $600 ($625 for 1970—
$675 for 1971) multiplied by the number of exemptions.
Adjusted gross income is—
(a) Form 1040 (1970-71)—line 18
(b) Form 1040 (1969)—line 15c
(c) Form 1040 (1967-68)—line 9, page 1
(d) Form 1040A (1967-68)—item 7, page 1
See page 2 for computation schedules you can use to
figure the standard deduction if line 18, Form 1040 for
1971 is under $10,000 or if you used the optional tax tables
for 1970, 1969, 1968, or 1967.

NOTE: If you were not married to and did not file a joint
return with the same wife (husband) for every year after
1966, or were not single for all those years, it will be
necessary to determine the amount to be entered in col
umns (b), (c), (d), and (e) in accordance with General
Instruction C.

2 Enter on this line for each base period year the net
amount of income previously excluded from income because
it was earned income derived from sources without the
United States or from income within its possessions (sec
tions 911 and 931-934). For 1971 you may not exclude
such amounts from gross income and they will therefore be
reflected in taxable income.

3 Include income attributable to the following sources
in the total to be entered on this line (show itemization in
space provided on page 2):

(a) Excess Community Income. If you are married, a
resident of a community property state, and file a sep
arate return for 1971, you must include in this line the
excess of the community earned income reportable by
you over the amount of such income attributable to your
services. No adjustment need be made where the com
munity earned income attributable to your services ex
ceeds 50 percent of the aggregate community earned
income. The following example illustrates this.—
Attributable to Service of
H
W
Total
Community Earned Income . $40,000 $20,000 $60,000

(1) H filing a separate return has no adjustment
since the amount of earned income attributable to his
services ($40,000) exceeds 50 percent of the aggre
gate community earned income ($30,000).
(2) W filing a separate return must include in the
total for this line $10,000, the excess of the commu
nity earned income reportable by her ($30,000) over
the amount of community earned income attributable
to her services ($20,000).
(b) Certain amounts received by owner-employees. The
amount of income resulting from a premature or exces
sive distribution from a qualified employees' pension plan
or trust to an employee who is (or was) also an owner of
the business. The amount of such income is the amount
subject to a penalty under section 72(m)(5).

Computation of Tax
To figure your tax use tax rate schedule X, Y, or Z in
the instruction booklet for Form 1040.

☆u.s. GOVERNMENT PRINTING OFFICE: 1971-O-418-137

30-68

E.I.NO. 16-0331690

Schedule SE, Form 1040
SCHEDULE SE
(Form 1040)
Department of the Treasury
Internal Revenue Service

Computation of Social Security Self-Employment Tax
► Each self-employed person must file a Schedule SE.
► Attach to Form 1040.

1971

► If you had wages, including tips, of $7,800 or more that were subject to social security taxes, do not fill in this page.
► If you had more than one business, combine profits and losses from all your businesses and farms on this Schedule SE.
Important.—The self-employment income reported below will be credited to your social security record and used in figuring social security benefits.
Name of self-employed person (as shown on social security card)

Social security number
of self-employed person

Business activities subject to self-employment tax (grocery store, restaurant, farm, etc.) ►_________________________________

Part I

Computation of Net Earnings from BUSINESS Self-Employment (other than farming)
1 Net profit (or loss) shown in Schedule C (Form 1040), line 26. (Enter combined amount if more than one
business.)..............................................................................................................................................................................................................................................................................

Net income (or loss) from excluded services or sources included on line 1........................................... ..........................................
Specify excluded services or sources .............................................................................................................
3 Net earnings (or loss) from business self-employment (Subtract line 2 from line 1, and enter here and
on line 8(a), Part III below.)................................................................................. . .................................
Computation of Net Earnings from FARM Self-Employment
SE

2

A farmer may elect to compute net farm earnings using the OPTIONAL METHOD (line 6, below) INSTEAD OF THE REGULAR
METHOD (line 5, below) if his gross profits are: (1) $2,400 or less, or (2) more than $2,400 and net profits are less than $1,600.
If your gross profits from farming are not more than $2,400 and you elect to use the optional method, you need not complete
lines 4 and 5.

Computation under Regular Method
Net farm profit (or loss) from:
(a) Schedule F, line 52 (cash method), or line 71 (accrual method)................................................. ...........
(b) Farm partnerships..................................................................................................................................
5 Net earnings from self-employment from farming. Add lines 4(a) and (b)...........................................
Computation under Optional Method
6 If gross profits from farming are:*
(a) Not more than $2,400, enter two-thirds of the gross profits......................
...............................

4

(b) More than $2,400 and the net farm profit is less than $1,600, enter $1,600 J
*Note.—Gross profits from farming are the total of the gross profits from Schedule F, line 28 (cash

method), or line 69 (accrual method), plus the distributive share of gross profit from farm
partnerships as explained in instructions tor Schedule SE.

7

Enter here and on line 8(b), Part III, below, the amount on line 5 (or line 6, if you use the optional
method).............................................................................................................................................................

Part III

Computation of Social Security Self-Employment Tax
8 Net earnings (or loss) from self-employment—
(a) From business (other than farming) from line 3, Part I, above . . .
(b) From farming (from line 7, Part II, above)...........................................
(c) From partnerships, joint ventures, etc. (other than farming) ....
(d) From service as a minister, member of a religious order, or a Christian Science practitioner If you
filed Form 4361, check here □ and enter zero on this line ....

(e) From service with a foreign government or international organization
(f) Other (director's fees, etc.). Specify..............
9 Total net earnings (or loss) from self-employment reported on line 8 . . .
(If line 9 is less than $400, you are not subject to self-employment tax. Do not fill in rest of page.)
10 The largest amount of combined wages and self-employment earnings subject
00
$7,800
to social security tax is............................................................................................
11 (a) Total “FICA" wages as indicated on Form W-2 . ......................... ____
(b) Unreported tips, if any, subject to FICA tax from
Form 4137, line 9................................................. ______________

12
13
14
15

(c) Total of lines 11(a) and 11(b)......................................................................
Balance (subtract line 11(c) from line 10)......................................................
Self-employment income—line 9 or 12, whichever is smaller............................................................
If line 13 is $7,800, enter $585.00; if less, multiply the amount on line 13 by .075 ...........................
Railroad employee’s and railroad employee representative’s adjustment for hospital insurance benefits
tax from Form 4469 .......................................................................................................................................

16 Self-employment tax (subtract line 15 from line 14). Enter here and on Form 1040, line 55
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Instructions
Schedule SE provides the Social Security
Administration with information on self-em
ployment income necessary for computing
benefits under the social security program.
You must pay seif-employment tax regardless
of age, and even though you are receiving
social security benefits.
To assure proper credit to your account,
enter your name and social security number
on Schedule SE exactly as they are shown on
your social security card.

Ministers, members of religious orders, and
Christian Science practitioners.—Duly or
dained, commissioned, or licensed ministers
of churches, members of religious orders
(who have not taken a vow of poverty), and
Christian Science practitioners are now sub
ject to self-employment tax, but may, under
certain conditions, request to exempt their
income from service as a minister, member
or practitioner by filing Form 4361. If you filed
Form 4361, write “Exempt-Form 4361” in the
bottom margin on the back of Form 1040.
Forms, schedules and publications may be
obtained from your local Internal Revenue
Service office. If you previously filed an effec
tive waiver certificate. Form 2031, to pay selfemployment tax, you may not now file for
an exemption. See Publication 484, Social
Security for Clergymen.
Ministers and members of religious orders
must include in their earnings from self-em
ployment (but not for income tax purposes) the
rental value of a parsonage or allowance for
the rental value of the parsonage and the value
of meals and lodging furnished them for the
convenience of their employers.
Members of certain religious faiths.—If
you have conscientious objections to social
security insurance by virtue of your adherence
to the established teachings of a recognized
religious sect of which you are a member, you
may file Form 4029 to obtain exemption from
self-employment tax. If you filed Form 4029,
do not file Schedule SE. Instead, write
“Exempt-Form 4029” in the bottom margin
on the back of Form 1040.
U.S. citizens employed by foreign govern
ments or international organizations.—A U.S.
citizen employed in the United States, Puerto
Rico, Guam, American Samoa, or the Virgin
Islands by a foreign government, an instru
mentality wholly owned by a foreign govern
ment, or an international organization orga
nized under the International Organizations
Immunities Act, is subject to the social
security self-employment tax. Report income
from such employment on line 8(e), Part III,
Schedule SE.
Fee basis State or local government em
ployees.—Fees received for functions and
services performed by these employees (in
cluding public officers who in such capacity are
employees) are subject to self-employment tax
if their functions and services are performed
in positions which are: (1) compensated solely
on a fee basis; and (2) not covered under a
Federal-State social security coverage agree
ment. If you filed Form 4415, write, “ExemptForm 4415” in the bottom margin on the back
of Form 1040.

Exclusions
In figuring net earnings from self-employ
ment, do not take into account Income (or
loss) from the following sources, or any result
ant deductions. Use Part I, line 2 to exclude
any such amounts reported in separate Sched
ule C that should not be taken into account
In figuring your self-employment income.
Exclude from Part II, line 5, any item of income
or expense that is not included in the
computation of net earnings from farm selfemployment and attach an explanation.

Employees and public officials.—Income
(fees, salaries, etc.) from the performance of
service as: (a) a public official (except as
noted above); (b) an employee or employee
representative under the railroad retirement
system; or (c) an employee (except as indi
cated above).
Note.—Income of an employee 18 or over
from the sale of newspapers or magazines to
an ultimate consumer is subject to selfemployment tax if the income consists of
retained profits from such sales.
Certain payments to retired partners.—In
come received by a retired partner under a
written partnership plan that provides for life
long periodic retirement payments if the re
tired partner has no interest in the partnership
(except for the right to the retirement pay
ments) and did not perform services for the
partnership during the year.
Real estate rentals.—Rentals from real
. estate, except rentals received in the course
of a trade or business as a real estate dealer.
These include cash and crop shares received
from a tenant or sharefarmer. Report these
amounts in Schedule E, Part II. However,
rental income from a farm Is not excluded if
the rental arrangement provides for material
participation by the landlord and he does par
ticipate materially in the production or in the
management of the production of one or more
farm products on his land. Such income repre
sents farm earnings and should be reported
on Schedules F and SE.
The following does not constitute real estate
rentals: payments for the use or occupancy of
rooms or other space where services are also
rendered to the occupant, such as rooms in
hotels, boarding houses, apartment houses
furnishing hotel services, tourist camps or
homes, or space in parking lots, warehouses,
or storage garages. They must be included in
determining net earnings from self-employ
ment.
Dividends and interest.—Dividends on
shares of stock, and interest on. bonds, deben
tures, notes, certificates, or other evidence
of indebtedness, issued with interest coupons
or in registered form by a corporation, or by
a government or its political subdivisions,
unless received in the course of a trade or
business as a dealer in stocks or securities.
Property gains and losses.—Gain or loss:
(a) from the sale or exchange of a capital
asset; (b) to which section 631 of the Internal
Revenue Code is applicable; or (c) from the
sale, exchange, involuntary conversion, or
other disposition of property if that property
is neither (1) stock in trade or other property
of a kind which would properly be includible in
inventory if on hand at the close of the tax
able year; nor (2) property held primarily for
sale to customers in the ordinary course of the
trade or business.

Net operating losses.—No deduction for
net operating losses of other years shall be
allowed in determining the net earnings from
self-employment. Such deduction should be
included as a “minus” figure on Form 1040,
line 39(e).

More Than One Trade or Business
If an Individual Is engaged in farming and
in one or more other trades or businesses, his
net earnings from self-employment are the
combined net earnings from self-employment
of all his trades and businesses. Thus, a loss
sustained in one trade or business will reduce
the income from another trade or business. In
such cases, use both Schedule F and Schedule
C to determine net profit from the farm and
nonfarm activities, respectively. Make the com
bined computation of self-employment tax on
Schedule SE.

☆ us. GOVERNMENT PRINTING OFFICE:1971—O-423-475
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Joint Returns
For a joint return, show the name of the
one with self-employment income on Schedule
SE. If both husband and wife have selfemployment income, each must file a separate
Schedule SE. However, include the total of
profits (or losses) from all businesses on Form
1040, line 34 or 38, whichever is applicable,
and enter the combined self-employment tax
on Form 1040, line 55.

Community Income
For the purpose of computing net earnings
from self-employment, If any of the income
from a trade or business, including farming, is
community income, all the income from that
trade or business is considered the income of
the husband, unless the wife exercises sub
stantially all the management and control of
the operation. In that case, all such income
is considered the wife's. (See “Partnerships”
below.)
If separate returns are filed, Schedules C
and SE or Schedules F and SE must be
attached to the return of the one with selfemployment income. Community income in
cluded on such schedules must be allocated
for income tax purposes on the basis of the
community property laws.

Partnerships
In computing his combined net earnings
from self-employment, a partner should in
clude his entire share of such earnings from a
partnership, including any guaranteed pay
ments. No part of that share may be allocated
to the partner’s wife (or husband), even though
the income may, under State law, be com
munity income. However, in the case of a hus
band and wife farm partnership, as in other
partnerships, the distributive share of each
must be entered as partnership income in
Schedule E, Part III, for income tax pur
poses, and in Schedule SE, Part II, line 4(b),
for self-employment tax purposes. (Report
nonfarm partnership Income in Part III, line
8(c), for social security purposes.)
Note.—If a member of a continuing part
nership dies, a portion of the deceased part
ner’s distributive share of the partnership's
ordinary income (or loss) tor the taxable year
of the partnership in which he died must be
included in the partner’s net earnings from
self-employment.

Optional Method for Computing Net
Earnings From Farm Self-Employment
If a farmer’s gross profits for the year from
farming are not more than $2,400, he may re
port two-thirds of his gross profits from farm
ing instead of his actual net earnings from
farming. If his gross profits from farm selfemployment are more than $2,400, and his
actual net earnings from farm self-employment
are less than $1,600, he may report $1,600.
For the optional method, a partner should com
pute his share of gross profits from a farm
partnership in accordance with the partnership
agreement. In the case of guaranteed pay
ments, his share of the partnership’s gross
profits Is his guaranteed payments plus his
share of the gross profits, after such gross
profits are reduced by all guaranteed payments
of the partnership.

Share-Farming Arrangements
An individual who undertakes to produce a
crop or livestock on land belonging to another
for a proportionate share of the crop or live
stock produced, or the proceeds from them, Is
considered to be an independent contractor
and a self-employed person rather than an
employee. His net earnings should be reported
on Schedule F for Income tax purposes and on
Schedule SE for self-employment tax purposes.
(E.I. 13-5565295)
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if any

2 N e t operating loss

Employer Identification No.,

Your social security number

6 less line

7

....................................................................................

.

.

.

21 Minim um

i

24

22)

t a x ................................................................................................

(b) Liability after
carryback

(a) Liability as last
determined

1 9 ........
as last

determined

(c) Liability
carryback

(d) Liability after

1 9 ........
determined

(a) Liability as last

carryback

(f) Liability after

1 9 ........

1st preceding year

_______________________________

$ ____________________________

3 Unused investm ent credit

1 Taxable year ended

Spouse's social security number

(Applicant’s signature and date) ..................................................

if application is fil ed joi n tly by husband and wife

both mu s t sign)

o48— 16—81356-1

(Wife’s signature and "date)

Under penalties o f perjury, I declare th a t th is application (including any accom panying schedules and statem ents) has been exam ined by m e and is, to th e best o f m y knowledge
and belief, a true, correct, and com plete application.

Self-em ploym ent tax. See instruction
.......................................
Total tax liability (add lines 19, 2 0 , 2 1 , and
..........................
Enter am ounts from line 2 3 , colum ns (b ), (d ), and (f) . . .
Decrease in tax, line 2 3 less line
.............................................
Answer questions 2 6 -3 0 on page 2 . 'D isregard lines 1 5 and 1 6 If standard deduction o r ta x table is used._________________________________________________________________________

22
23
24
25

18

17

E

'Foreign tax c r e d it ....................................................................................
Investm ent credit. See instruction
.............................................
Total credits on lines 14 through
.............................................
Line 13 less line
.............................................................................
2 0 Tax from recom puting prior y e a r investm ent credit . . .

Retirem ent incom e c r e d i t ............................................. ......
* Incom e tax paid a t source on ta x free covenant bond interest

.......................................

.............................................

C

Taxable incom e, line 1 0 less line
Income tax liability. See instruction

12
13
14
15
16
17
18
19

11

E x e m p tio n s ................................................................................................

11

9

NOTE: If you use th e tax ta b le , skip to line 13, enter th e tax.
Otherwise, go to line 9 .
9 Total o f item ized deductions; or, the standard deduction . .
10 Line 8 . less line
....................................................................................

Line

6 Adjusted gross incom e before adjustm ent for carryback .
7 Net operating loss deduction resulting from carryback . .

Computation of decrease in tax for each year shown on Line 5

which are affected by th e carryback o f th e net operating loss
or unused investm ent credit.

4 Date the return was filed fo r y e a r o f net operating loss a n d /o r unused investm ent credit ► _________________ 19
Office where filed ►
5 Enter th e taxable years prior to th e taxable y e a r shown on line 1
3 d preceding year
2 d precedin g year

_______________________________________________________________________________________________________________________$ _____________________________

8

Form 1045

Please read all
instructions
carefully before
For use by taxpayers other than corporations— Under section 6411 of the Internal Revenue Code
com pleting this
File this application separately from your income tax return to insure prompt action_______________________ form .

Applicationfor Tentative Refund FromCarrybackof Net Operating Lossor Unused Investment Credit

City o r tow n. State, and Z IP code

Num ber and street

Name

Department of the Treasury
Internal Revenue Service

(Rev. May 1972)

Form

[Please type or print)

Form 1045
Page 2

Form 1045 (Rev. 5-71)

26 If address shown on the original returns for
the third, second, and first preceding year is
different than your present address, enter
here the Internal Revenue Office in which
those returns were filed and the tax paid .

2d preceding year

3d preceding year

1st preceding year

27 Unpaid amount of income tax, if any, for
each preceding year with respect to which a
decrease is determined................................
28 Did your wife (or husband) file a separate return for any of the three taxable years specified on line 5?
□ Yes □ No. If "Yes," check the applicable block: □ Third preceding year; □ Second preceding year; □ First preceding year.
29 Have you filed a petition in Tax Court for the year or years to which the loss or unused investment credit is to be applied? □ Yes □ No.

30 If there has been a change in your accounting period, give date permission to change was granted..................................... . 19........
General Instructions
A. WHO MAY FILE AN APPLICATION.—An application for
a tentative carryback adjustment may be filed on this form
by any individual, estate, trust, or fiduciary who desires a
quick refund of taxes which are affected by the carryback
of a net operating loss or an unused investment credit (sec
tion 6411).
B. TIME AND PLACE FOR FILING.—This form must be
filed with the Internal Revenue Service Center or office where
your tax return is required to be filed. It must be filed within 1
year after the end of the year in which the net operating loss
or unused investment credit arose, but only after the return
for such year is filed.
Do not attach Form 1045 to your income tax return.
If a net operating loss carryback eliminates or reduces the
investment credit in a prior year, the unused credit which
arises may be carried back 3 years and a quick refund may be
obtained for the taxes affected. Since the unused investment
credit created by the net operating loss affects the taxes of a
year or years prior to the 3 years preceding the loss year, a
second Form 1045 must be used for such prior year(s). In
such case, the second application must also be filed within 1
year after the year of the net operating loss, but only after the
return for such year has been filed. To expedite processing,
both Forms 1045 should be filed together.

C. RECOMPUTATION OF TAX LIABILITY.—The tax pre
viously computed must be recomputed to determine the tax
decrease attributable to a net operating loss or unused invest
ment credit carryback.
Attach a detailed computation of the new tax liability shown
on line 13, columns (b), (d), and (f). The tax form and
instructions for the applicable year will be helpful in making
this computation. Any tax surcharge for a taxable period
beginning April 1, 1968, and ending June 30, 1970, must
also be included in the tax shown on line 13.
The recomputation of tax must be determined on the basis
of the items reflected in the tax as previously computed.
Accordingly, items must be taken into account only to the
extent that they were reported in the return, or were reflected
in amounts assessed (or collected without assessment) as
deficiencies, or in amounts which were abated, credited,
refunded, or otherwise repaid prior to the date of filing this
application.
In recomputing your tax liability to determine the amount
of refund for the year to which the loss is carried back, a
deduction for charitable contributions is determined without
regard to any carryback. Any other deductions claimed,
however, which are based on or limited to a percentage of
your adjusted gross income or taxable income (such as the
Standard Deduction or medical expenses) must be recomputed
on the basis of your adjusted gross or taxable income, as the
case may be, determined after application of the carryback.

Also, any credits based on or limited by the tax must be
recomputed on the tax liability after the application of the
carryback.
Example.—You have a net operating loss for 1972 of
$8,000. You have no other carryovers or carrybacks to 1969,
and no adjustments are required, so that the $8,000 will be

your net operating loss deduction for 1969. Your adjusted
gross income for 1969 was $15,000. You had $3,760 in
itemized deductions consisting of charitable contributions of
$3,000 (your maximum limitation of 20% of adjusted gross
income), and medical expenses of $760 ($1,210 actually
paid but limited to expenses in excess of 3% of adjusted
gross income). You also claimed your personal exemption
of $600. Your tax (including surcharge) for 1969 is $2,
634.28. The recomputation of your tax liability to determine
the amount of your refund is as follows:

Adjusted gross income as shown on 1969 return
Less net operating loss deduction from 1972 . .

. $15,000.00
.
8,000.00

Adjusted gross income after carryback . .
Less itemized deductions and personal exemption:
Contributions (amount allowed on
1969 return, not adjusted by reason
of carryback) . ........................... $3,000.00
Medical expenses ($1,210 of actual
expenses allowed to extent of ex
cess over 3% of adjusted gross in
come as adjusted after carryback). 1,000.00

$7,000.00

Total........................................... $4,000.00
Personal exemption ....
600.00
4,600.00
Taxable income after carryback ....

$2,400.00

Tax and surcharge on $2,400 ................................

$425.00

Taxes paid (including surcharge) on 1969 return . .
Tax liability (including surcharge) after carryback .

$2,634.28
425.00

Amount of refund of 1969 taxes .

.

.

2,209.28

D. SUPPORTING DATA AND EXPLANATORY MATERIAL.—
In addition to supplying the information called for on pages 1
and 2 of this form the taxpayer must submit with his applica
tion all adjustments required to compute a net operating loss
which is carried back to any prior year.

E. CARRYBACK OF UNUSED INVESTMENT CREDIT.—If
a tentative carryback adjustment is claimed for taxes affected
by the carryback of an unused investment credit, attach (1)
a detailed schedule showing the computation of the in
vestment credit carryback and (2) a recomputation of the
investment credit after application of the carryback. The re
computation should be made on Form 3468 (or on an attach
ment which follows the format of such form) for the year
with respect to which the tentative allowance is claimed.
If the refund results solely from an investment credit
carryback lines 6 through 12 may be omitted in the compu
tation of decrease in tax on page 1.
F. ALLOWANCE OF ADJUSTMENT.—The Internal Reve

nue Service will act on this application within a period of 90
days from whichever of the following two dates is the later:
1. The date on which this application is filed; or
2. The last day of the month in which falls the last date
prescribed by law (including any extension of time granted)
0481—16—81356-1
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for filing the return for the taxable year of the net operating
loss or unused investment credit from which the carryback
results.

G. DISALLOWANCE OF APPLICATION.—The Internal
Revenue Service may disallow any application which con
tains material omissions, or errors of computation which
it deems cannot be corrected by it within the 90-day period.
This application for a tentative carryback adjustment does
not constitute a claim for credit or refund. If this application
is disallowed in whole or in part, no suit based thereon may
be maintained in any court for the recovery of any tax. The
taxpayer may, however, file a regular claim for credit or refund
(Form 843) or an amended return at any time before the
expiration of the applicable period of limitation, as further
explained in instruction J.
H. ASSESSMENT OF ERRONEOUS ALLOWANCES.—Any
amount applied, credited, or refunded on the basis of this
application which is later determined by the Internal Revenue
Service to be excessive may be assessed as a deficiency as if

it were due to a mathematical error appearing on the return,
as provided in section 6213(b) of the Internal Revenue Code,
I. SELF-EMPLOYMENT TAX.—No adjustment should be
made to the self-employment tax by reason of any net operat
ing loss carryback.
J. FORM 843 OR AMENDED RETURN.—You may, if you
prefer, obtain a refund by filing either Form 843 or an
amended tax return. A special return, Form 1040X, is avail
able to amend your individual income tax return. The Internal
Revenue Service prefers that it be used rather than Form 843,
since Form 1040X is designed to expedite processing. Form
843 or the amended tax return must be filed on or before
the 15th day of the 40th month following the close of the year
of the net operating loss.
In filing a claim for refund on Form 843 or an amended
return, you should show a computation of the net operating
loss deduction and claim it in the recomputation of the tax
able income for the applicable year. Please complete a sep
arate amended return or claim for each year you request
an adjustment.

Special Instructions for Computation of Net Operating Loss (Instruction 1), Loss Carrybacks and Carryovers
(Instruction 2), and the Net Operating Loss Deduction (Instruction 3)—Attach your own schedules that you used to
determine these figures.
1. YOUR NET OPERATING LOSS is computed the same as
your taxable income except that:
a. You may not deduct a net operating loss carryover or
carryback from any year.
b. Your capital losses cannot exceed your capital gains.
Your nonbusiness capital losses may not exceed nonbusiness
capital gains, even though you have an excess of business
capital gains over business capital losses. See section 1.1723(a)(2) of the Internal Revenue Regulations.
c. You may not deduct 50% of the excess of a net long
term capital gain over a net short-term capital loss.
d. You may not claim any personal exemptions or exemp
tions for dependents.
e. Your nonbusiness deductions may not exceed your non
business income.
Salaries and wages which you received are trade or busi
ness income.

Gain or loss on sale or other disposition of real or depre
ciable property used in your trade or business is to be taken
into account fully in computing a net operating loss without
regard to the limitation on nonbusiness deductions.
Loss on the sale of accounts receivable, if such accounts
arose under the accrual method of accounting in your busi
ness, is included in the computation of your net operating
loss as a business deduction.
Casualty losses and theft losses are considered attrib
utable to your trade or business. This is true even if it involves
nonbusiness property.
A partnership is not allowed to claim a net operating loss
deduction, but a partner may use his proportionate share of
the partnership’s loss to arrive at his individual net operating
loss.

Losses on stocks in small business corporations which
qualify as ordinary losses are business losses and allowable
in determining the net operating loss.

Shareholders of an electing small business corporation
may be entitled to deduct their pro rata share of the corpora
tion's net operating loss, subject to certain limitations.
Loss resulting from the sale or exchange of small business
investment company stock which qualifies as an ordinary loss,
is considered as a loss attributable to your trade or business
and is allowable in determining your net operating loss.
Example.—You began operation of your business in 1971,
and had a net operating loss of $185 for that year. You had
no taxable income in 1968, 1969, or 1970. During the tax
year 1972 you had the following income and deductions:

INCOME

Salary earned as part-time helper in gas station (salary
is treated as business income)................................
Interest on savings.....................................................
Net long-term capital gain on sale of real estate used
in business................................................................

$875
425

2,000

Your total income................................. $3,300
DEDUCTIONS

Net operating loss carryover from 1971.............
$185
Net loss from business (gross receipts $67,000 minus
expenses $72,000)............................................
5,000
Net short-term capital loss on sale of stock ....
Casualty loss on business property not held over 6
months............................................................
200
Net loss from rental property.......................
150
Deduction for excess of net long-term capital gain
over net short-term capital loss (50% of $1,500) .
Personal exemption.....................................................
Itemized deductions (Schedule A, Form 1040) . . .
Small business investment company stock loss . .
Loss on small business stock.....................................

500

750
700
560
300
700

Your total deductions..................................... $9,045

Your deductions exceed your income by .

.

$5,745

In order to arrive at your net operating loss, the following
adjustments must be made:

Your deductions minus income................................ $5,745
1. Eliminate your net operating loss carryover
from 1971...........................................$185
2. Eliminate your 50% deduction for net
long-term capital gain........................... 750
3. Eliminate your net short-term nonbusiness
capital loss...........................................500
4. Eliminate your personal exemption
. .. 700
5. Eliminate the excess of your nonbusiness
deductions (itemized deductions, $560)
over your nonbusiness income (interest,
$425)..................................................... 135

Total adjustments to net loss.....................................

Your net operating loss for 1972

.

.

.

2,270
($3,475)

2. LOSS CARRYBACKS AND CARRYOVERS.—Before you
can compute your net operating loss deduction for the year,
you must first determine what part of any net operating losses
for any preceding or succeeding tax years represents carry
overs or carrybacks to the tax year under consideration.
o48—16—81356-1
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Years to Which You May Carry a Net Operating Loss.—You
must first carry a net operating loss back to the third preced
ing tax year from which it was sustained. Any amount of the
loss not used to offset taxable income (adjusted, as explained
below) for the third preceding year is carried to the second
preceding year. Any amount of the loss not used to offset
such income for the third and second preceding years must
be carried to the first preceding year. Where the loss is not
entirely used to offset taxable income (adjusted) in the 3
preceding years, the balance may be carried forward to the
next 5 succeeding years in the order of their occurrence.

Example.—You started in business in the calendar year
1972 and had a net operating loss for the year of $42,000.
Prior to 1972 your income consisted of wages. Your taxable
income (after necessary adjustments) in the other years to
which the loss may be carried back or forward is as follows:
Carryback
or carryover

Year

1969 3d preceding year . .
1970 2d preceding year . .
1971 1st preceding year . .
1972 .....................................
1973 1st succeeding year. .
1974 2d succeeding year . .
1975 3d succeeding year . .
1976 4th succeeding year. .
1977 5th succeeding year. .

Adjusted
taxable
income

Unused
carryback
or carryover

$42,000 $2,000 $40,000
40,000
3,000
37,000
5,500
37,000
31,500
. Net operating loss year
7,000
31,500
24,500
3,800
20,700
24,500
20,700 10,700
10,000
6,000
10,000
4,000
4,000
2,500
1,500

The $1,500 carryover remaining at the end of 1977 may
not be used in 1978 or any other year. Notice that the income
from wages earned in the three years preceding the loss is
considered to be trade or business income.
If a certification has been issued under section 317 of the
Trade Expansion Act of 1962, and you have properly noti
fied your District Director, the net operating loss is carried
back first to the fifth preceding year, then to the fourth pre
ceding year, etc.
Adjusted Taxable Income.—The net operating loss (com
puted with the adjustments described in Special Instruction 1
on page 3) becomes without change a net operating loss
carryback to the third preceding year. But if the loss exceeds
the taxable income of the year to which it is carried, certain
adjustments must be made to the taxable income of that year
to determine the unused portion of the loss which may be
carried to another year. The amount of the loss which you may
carry to another year, after applying it to a prior year or years,
is the excess of the net operating loss over the taxable income
of such prior year or years computed with the following mod
ifications:

a. Your deduction for capital losses is not to exceed the
capital gains included in gross income.
b. You are not permitted the deduction for 50% of the
excess of a net long-term capital gain over a net short-term
capital loss.
c. Determine your taxable income without regard to the
particular net operating loss which is being carried back or
over to later net operating loss. But any earlier net operat
ing losses being carried back or over from other years, are
taken into account.
d. You may not claim any personal exemptions.
e. Any deductions claimed, except charitable contribu
tions, which are based on or limited to a percentage of ad
justed gross income or taxable income (such as the Standard
Deduction or medical expenses) must be recomputed on the
basis of the adjusted gross or taxable income after applica
tion of adjustments (a), (b), and (c) above. The deduction
for charitable contributions is determined using the same
adjustments except that you do not take into account any
net operating losses being carried back.
The taxable income so computed is to be considered not
less than zero.
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Example.—You had a net operating loss for the calendar
year 1972 of $14,000 that you have carried back to 1969.
Your taxable income for 1969 was $11,000, consisting of
your salary of $16,000 less the following: $1,000 deduction
for capital losses; charitable contributions of $3,000 ($4,000
actually given but deduction limited to 20% of $15,000 ad
justed gross income); medical expenses of $400 ($850 ac
tually paid but deduction limited to expenses in excess of
3% of $15,000 adjusted gross income); and your personal
exemption of $600.

Net operating loss for 1972 ...........................................$14,000
Less taxable income for 1969 computed with
required adjustments:
Salary.................................................... $16,000
Less allowable deduction for capital
losses
................................................
0

Adjusted gross income......................$16,000
Less:
Charitable contributions (ad
justed to limit deduction
to 20% of $16,000 ad
justed gross income) . . $3,200
Medical expenses (adjusted
to limit deduction to ex
penses in excess of 3% of
$16,000 adjusted gross
income)...........................
370
Personal exemptions
allowed...........................
0

3,570
Taxable income for 1969 as adjusted..................... 12,430

Amount of net operating loss to be carried to 1970 .

.

$1,570

More Than One Net Operating Loss.—If you have more
than one net operating loss to be carried to the same tax
year, you apply the loss from the earliest year first.
3. NET OPERATING LOSS DEDUCTION.—The sum of your
net operating loss carrybacks and carryovers is your net op
erating loss deduction for the tax year.
Example.—You incurred net operating losses of $13,000
in 1971 and $7,000 in 1972. Your income for 1968 consisted
of $6,000 salary and $1,500 of long-term capital gains (after
the deduction of 50% of the excess of net long-term capital
gains over net short-term capital losses), and you claimed
the 10% Standard Deduction of $750 and $1,800 for per
sonal exemptions, to arrive at a taxable income of $4,950.
You had no other carrybacks or carryovers. Your net operat
ing loss deduction for the year 1969 is computed as follows:
Net operating loss carryback from 1971 to 1968 .

. $13,000

Taxable income for 1968 computed with
required adjustments:
Salary.......................................................... $6,000
Net long-term capital gain (50% deduc
tion not allowed)...........................
3,000
Adjusted gross income........................... $9,000
Less: Standard deduction (10%
adjusted gross income as
recomputed)......................$900
Personal exemptions
allowed................................
0

900
Taxable income for 1968 as adjusted.....................

8,100

Unused 1971 net operating loss (carried to 1969) .

.

$4,900

Add: Net operating loss carryback from 1972 .

.

7,000

.

Net operating loss deduction for 1969 ....

. $11,900
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Form

1087

NOMINEE'S INFORMATION RETURN—1972

(See instructions)

Copy A—For Internal Revenue Service Center

RECORD OWNER
(Nominee)
Name, address,
ZIP code, and
identifying number
of record owner

-

Type or print identifying number of actual owner-

> |

ACTUAL OWNER
Name, address,
and ZIP code
of actual owner

3. Other interest on bank
deposits, etc. Do not
include column
2
amounts

2. Earnings from savings
and loan associations,
credit unions, etc.

1. Gross dividends end
other distributions on
stock received during

1972

Department of the Tre
as
ury—Internal Revenue Service

*U. S. government printing office: 1972-445-004

(reverse side, copy B)
Instructions for Record Owner (Nominee)
A. —You must file Form 1087 if, during the cal
endar year, you were a nominee on behalf of another
person receiving dividends, earnings from savings
and loan associations, etc., or interest aggregating
$10.
B. —File Form 1096 and Copy A of all Forms
1087 for the calendar year with an Internal Revenue
Service Center on or before February 28, 1973.
C. —Furnish the actual owner Copy C of Form
1087 filed for him, or a written statement containing
the same information, after November 30, 1972, but
not later than January 31, 1973. Do not furnish him
a statement before the final payment for the cal
endar year. If the final dividend, earnings, or in

terest payment for the calendar year is during the
last quarter of the year, you may furnish the state
ment with that payment; or, in the case of earnings
or interest, at the time it is posted to a passbook.

D. —Individuals should enter their social security
number; all others should enter their employer iden
tification number. If account is for multiple payees
with different names, place an asterisk (*) by the
name to whom the identifying number belongs.

E. —You must file Form 1087-OID if you were a
nominee for an owner of an obligation to which there
is attributed original issue discount aggregating $10
or more includible in the gross income of such owner.

☆ U.S. GOVERNMENT PRINTING OFFICE. 1972-445-004
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Annual Summary and Transmittal of U.S. Information Returns

U.S. Information Return

(Forms 1099-DIV, 1099-INT, 1099-MISC, 1099-OID, 1099-MED, 1087,

Department of the Treasury
Internal Revenue Service

1087-OID, 1099L filed with this return—Please see separate instructions)

1972

Name of persons
or organization

Identifying number
(See instruction C)

Number
and street

Number of forms sent to IRS service centers
With payee ident. no.
Without payee ident. no.

Have payees without
identifying numbers been
□ Yes
□ No
asked for their numbers?
1. Did you pay nontaxable dividends to shareholders?............................................................................................................................................. □ Yes
□ No

City, State,
and ZIP code

If "Yes," you must file Schedule A (Form 1096), Corporate Report of Nontaxable Dividends.

Form No.

1099—DI V

No. of forms filed

Total of amounts reported

Dividends........................................................

Earnings.........................................................
1099—INT
Other interest on bank deposits, etc.

Patronage dividends, etc..........................

Rents...............................................................

Royalties........................................................
1099-MISC .

Commissions and fees

....

Prizes and awards...................................

Other income.................................................

1099-OID

.

Original issue discount

1099—MED

.

Medical payments...................................

.

.

.

.

Dividends..............................................
1087

.

.

.

Earnings.........................................................

Other interest on bank deposits, etc.
Original issue discount

1087—OID

1099L.

....

.

Under penalties of perjury, I declare that to the best of my knowledge and belief the information furnished on this return, including any schedules
or statements, and on the related Forms 1099-DIV, 1099-INT, 1099-MISC, 1099-OID, 1099-MED. 1087, 1087-OID, and 1099L, is true and complete.

Signature

Title

☆ U.S. GOVERNMENT PRINTING OFFICE :1972—O-443-772 25- 1 1 18272
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Date

Form 1099
Form 1099—U.S. INFORMATION RETURN FOR CALENDAR YEAR 1971

1

(see instructions on Form 1096)

INTEREST
1. Gross dividends and
other distributions

2. Earnings from sav
ings and loan as
sociations, credit
unions, etc.

3. Other interest on
bank deposits, etc.
Do not include col
umn 2 amounts

4. Patronage
divi
dends and certain
other distributions
by cooperatives

5. Rents

and

Copy A

For Internal Revenue Service Center

royalties

6. Other fixed or de
terminable
Income

7. Commissions, fees,
prizes and awards,
etc., to nonemployees,
and foreign items. (No
Form W-2 items)

Type or print taxpayer identifying number

PAID TO Name, address and ZIP code. If account is far multiple payees with different surnames
or it includes the name of a fiduciary, trust, or estate, place an asterisk (*) by the name of the
individual or entity to whom the identifying number belongs.

PAID BY

Name, address, ZIP code, end Identifying number.

Department of the Treasury—Internal Revenue Service
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1116

I

L

2

Date paid

Date accrued

Credit is Claimed for Taxes
□ Paid
□ Accrued

9
Total U.S. Income Tax
(Before credits)

8

Total Foreign Taxes
(Sum of columns 6(c) and 7)

7

Carryback or Carryover
(Attach schedule)

H

g”

F

E

D

B

Citizen of (Name of country)

T o ta l fo re ig n ta x credit — E n te r h e re an d o n y o u r ta x re tu rn

From All Sources
(Before personal exemptions)

10
Total Taxable Income

TO TALS

Column 5(c) Divided by
Column 10

11

Attach to Form 1040,
1041, or 1040NR

"

12

(c)

In dollars

13
Credit
(Column 12 or column
8, whichever is less)

(b)
Conversion

Taxes Paid or Accrued
(Attach receipt or return)
In foreign currency

(a)

Employer identification number

Limitation
(Column 9 multiplied
_______by column 1 1)

4
5
Taxable Income from Sources Without U.S.
Statute Imposing Tax
(b) Applicable
deductions
(c) Taxable in 
(Title, number, section, etc.) (a) Gross Income
(or loss)
(See section
come (or loss)
(Identify in detail)
Attach schedule)
(a) less (b)
862(b))
(Attach schedule)

L

A

C

3
Type
of
Tax

N
E

Interest
(See instruc 
tion H)

ZIP code

p er-co u n try lim ita tio n (fill in c o lu m n s 1 th ro u g h 13, line by lin e);
overall lim ita tio n (fill in colum ns 1 th ro u g h 6 , lin e by line, in clu d in g to ta l line; use to ta l lin e o n ly fo r co lu m n s 7 th ro u g h 1 3 ).

_________________________________

_________ ____________________ __

-

Name of Foreign Country or U.S.
Possession Imposing Tax
(Use a separate line for each)

□
□

U s e th is lin e fo r c o m p u ta tio n o f o verall lim ita tio n only

H

G

F

e

D

C

B

A

E

N

1

____ ____________________________

C o m p u ta tio n is m ade under:

Computation of Foreign Tax Credit

Individual, Fiduciary, or Nonresident Alien Individual
For Calendar Year ________

Form 1116

o r o th e r ta x a b le y e a r b e g in n in g ....................................... 1 9 .......... , an d e n d in g ....................... .............., 1 9 ..............................................................................................................
Resident of (Nam e of country)
Social security number

Address (Number and street, city or town, and State)

Name

Department of the Treasury
Internal Revenue Service

Form
(Rev. Oct. 1970)

Interest Totals
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Form 1116
General Instructions
(References are to the Internal Revenue Code)

Note.—Nonresident alien individuals, please
see General Instruction I, below.
A. Taxpayers required to file Form 1116.—
Any taxpayer (individual, estate, or trust) who
elects to claim a credit for the amount of any
income, war profits, and excess profits taxes
paid or accrued during the taxable year to any
foreign country or U.S. possession must attach
a Form 1116 to his income tax return.
The term "income, war profits, and excess
profits taxes” includes a tax imposed by statute
or decree by a foreign country or U.S. possession
if (1) that country or possession has in force
a general income tax law, (2) the taxpayer claim
ing the credit would, in the absence of a specific
provision applicable to him, be subject to the
general income tax, and (3) the general income
tax is not imposed upon the taxpayer subject to
the substituted tax. (Reg. sec. 1.903-1 (a).)

B. Taxpayers to whom credit not allowed.—
The credit is not allowed to (1) a U.S. citizen
entitled to the benefits of the exemption pro
vided by section 931 for income from U.S. pos
sessions (section 931(g)); (2) a nonresident
alien (see Instruction I), other than an alien in
dividual who is a bona fide resident of Puerto
Rico during his entire taxable year (sections
874(c) and 901(b)(3)); or (3) a citizen of a
U.S. possession (except Puerto Rico) who is
not otherwise a U.S. citizen and who is not a U.S.
resident, and persons who are inhabitants of the
Virgin Islands (section 932).
Credit is also denied in a particular year to
(1)
an individual who elects to pay the optional
tax imposed by section 3, or elects to take the
standard deduction under section 144 (section
36); or (2) a taxpayer who elects to deduct taxes
paid or accrued to any foreign country or U.S.
possession (sections 164 and 275).
C. Method of reporting.—Report all amounts
on the form in U.S. dollars, except as provided
in column 6(a). If it is necessary to convert from
foreign currency, attach a statement describing
in detail how this rate was determined.

D. Deduction denied if credit claimed.—If
you elect for a taxable year to claim a credit for
taxes to any extent, the election shall apply to
income, war profits, and excess profits taxes
paid or accrued in that taxable year to all for
eign countries and U.S. possesions. No portion
of the taxes shall be allowed as a deduction in
that taxable year or any later taxable year (Sec
tion 275(a)(4) and Reg. sec. 1.901-1(c).) You
may make or change the election for any taxable
year at any time before the end of the period
prescribed for claiming credit or refund of the
tax imposed by chapter 1 for that taxable year.
(Section 901.)

E. Limitation on credit. (1) Per-country limi
tation.—If you do not elect the overall limita
tion, the credit is limited to a certain percentage
of total U.S. income tax. This percentage is
figured by dividing taxable income from sources
within each country or U.S. possession (but not
in excess of total taxable income) by total tax
able income. (Section 904(a)(1).)
(2) Overall limitation.—If elected, the credit
is limited to a certain percentage of total U.S.
income tax. Figure this percentage by dividing
taxable income from all sources without the
U.S. (but not in excess of total taxable income)
by total taxable income. (Section 904(a)(2).)
(3) Election of overall limitation.—The percountry limitation applies unless you elect to
use the overall limitation. Make the initial elec
tion to use the overall limitation by checking the
appropriate box at the top of Form 1116. You
may do so without the Commissioner’s consent
at any time before the expiration of the period
for claiming credit or refund for the year you
make the election. The initial election may be
revoked if the credit-refund period has not ex
pired. If you make a proper, timely revocation,
the initial election of the overall limitation may
be for a later taxable year without the Com
missioner's consent.
Once you have made the initial election and
the period prescribed for making such election
has expired, you may not revoke it without the

Commissioner’s consent. His consent, however,
is not required for your first taxable year be
ginning after December 31, 1969.

F. When foreign tax credit may be taken.—
The credit may be taken for the year in which
the taxes were paid or accrued, depending upon
the method of accounting employed. However,
if reporting on the cash basis, you may elect
to take the credit for accrued taxes. Make the
election by checking the appropriate box in the
heading of Column 2, and follow the same pro
cedure in all later years. (Section 905(a).)
G. Credit for taxes accrued but not paid.—
If you claim credit for taxes accrued but not
paid, Internal Revenue may, as a condition pre
cedent to its allowance, require from you a
bond, Form 1117. (Regs. sec. 1.905-4.)
H. Special limitation for interest income.—
In computing the credit for foreign taxes paid or
accrued on certain interest income, apply the
limitation separately from all other income on
a per-country basis. Do not use the overall limi
tation. This applies to interest income described
in section 904(f)(2) received for transactions
consummated after April 2, 1962.
I. Nonresident alien individuals claiming for
eign tax credit.—For the taxable years begin
ning after December 31, 1966, section 906 al
lows nonresident alien individuals a foreign tax
credit for income, war profits, and excess profits
taxes paid or accrued on income effectively con
nected with the conduct of a trade or business
within the U.S. The credit is not applicable, how
ever, to the extent the tax is imposed by a for
eign country or possession upon income from
U.S. sources solely because the nonresident
alien individual is a citizen or a resident of
that foreign country or possession.
In applying the per-country and overall limita
tions, taxable income includes only that taxable
income effectively connected with the conduct
of a trade or business within the U.S.
Do not take the credit against any tax im
posed by section 871(a) on income not effec
tively connected with a U.S. business.
In applying the foreign tax credit carryback
and carryover provisions of section 904, do not
carry any amount to or from a taxable year be
ginning before January 1, 1967, and do not
take any such year into account.

J. Foreign taxes on mineral income.—For
taxable years beginning after December 31,
1969, section 901(e) provides that, for pur
poses of section 901(b), the amount of foreign
taxes paid or accrued to a foreign country or
United States possession with respect to foreign
mineral income from sources within such coun
try or possession must be reduced by the lesser
of (a) the amount of such taxes minus the
amount of United States tax computed, under
Chapter 1 of the Code, with respect to such for
eign mineral income, or (b) the amount of
United States tax which would be computed,
under Chapter 1 of the Code, with respect to
such income without the deduction allowed un
der section 613 minus the amount of the United
States tax computed under Chapter 1 of the
Code with respect to such income. See instruc
tions for Column 6.

Specific Instructions
Column 1.—If the foreign income is distri
buted through a partnership, estate, or trust,
give name and employer identification num
ber of the partnership, estate, or trust, as welt
as country or possession.
Column 2.—If you claim credit for taxes ac
crued, show date of accrual of the tax and date
of payment (if paid). See General instruction F.

Column 3.—Specify tax (income, war profits,
or excess profits).
Column 5.-—State in U.S. dollars amounts
entered in columns (a), (b), and (c). Include all
income taxable (or losses allowable) by the
U.S. whether or not taxable (or allowable) by
the foreign country or U.S. possession. Figure
taxable income from sources without the U.S.
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under sections 638 and 861 through 864 with
out deducting personal exemptions or any in
come and profits taxes imposed by any foreign
country or U.S. possession. If you elect the
overall limitation, take into account all income
from sources without the U.S. For example, in
clude in income from sources without the U.S.,
high seas income. But do not take such income
into account under the per-country limitation.
If such income is taken into account it should
be properly identified and shown on the
schedule.
For a nonresident alien individual, taxable
income consists only of taxable income effec
tively connected with the conduct of a trade or
business within the U.S.

Column 6.—Include tax withheld at source
on dividends.

Effective with taxable years beginning after
December 31, 1969, the amount of tax which
would otherwise be entered on each line in col
umn 6 with respect to foreign mineral income
must first be reduced by the lesser of (a) or (b)
in General Instruction J. Attach a schedule show
ing the computation of the net amount to be
entered on each line in column 6 after applying
section 901(e) for the foreign mineral income.
Column 6(a).—State amount in the currency
of the foreign country (that is, pounds, francs,
marks, etc.).
Column 6(b).—Give the rate of exchange
used and attach a statement describing in de
tail how it was determined.
Column 7.—Attach a schedule showing com
putation of carryback or carryover. For percountry limitation, make a separate computation
and entry for each country. For overall limita
tion, enter the total carryback or carryover on
the total line.
Taxes paid or accrued in excess of the ap
plicable limitation may be carried back two years
and carried forward five years. Apply the excess
first to the earliest of the seven years to which
it may be carried, then to the next earliest year,
etc. You may not carry the excess from a percountry year to an overall year or vice versa.
However, if you elect to change the method of
computing the limitation, count the years to
which the excess cannot be carried because a
different limitation is used in determining
whether a carryback or carryover is available.

if you used a deduction instead of a credit
in any taxable year to which the carryback or
carryover is carried, consider the carryback or
carryover used in that year in the same manner
as though you had claimed the tax credit in
stead of a deduction. No credit is allowed for
the amount so used.

Column 8.—For per-country limitation, add
line by line Columns 6(c) and 7. For overall limi
tation, use only the total line.
Column 9.—For per-country limitation, enter
on each line the total U.S. income tax before
credits. For overall limitation, enter that amount
on the total line only.

Column 10.—For per-country limitation, enter
on each line for each country for which the credit
is claimed the total taxable income from all
sources before personal exemptions. For overall
limitation, enter that amount on the total line
only. For a nonresident alien individual, that
amount consists only of taxable income effec
tively connected with the conduct of a trade or
business within the U.S.

Column 11.—For per-country limitation,
figure for each country the ratio of foreign tax
able income Column 5(c) to taxable income
from all sources Column 10. For overall limita
tion, figure the ratio on the total line only. In
figuring the ratio, the numerator shall not ex
ceed the denominator. See General Instruction E.
Column 12.—For per-country limitation,
figure the limitation for each country. For over
all limitation, figure the limitation on the total
line only.
Column 13.—For per-country limitation, enter
for each country the lesser of Column 8 or
Column 12. For overall limitation, enter on the
total line the lesser of Column 8 or Column 12.

E.l.
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N a m e of Foreign C o u n try o r U .S .
Possession Im p o sin g T a x

(Use a separate line for each)

e

E

___________________________________

____________________________

__________________________________ _

Date paid

Paid
Accrued

Date accrued

□

Credit is Claimed for Taxes

□

H

G

F

E

D

C

B

A

e

n

i

L

Type
of
Tax

S ta tu te Im p o s in g Tax
(Identify in detail— Title,
number, section, etc.)

(8 )

(Attach schedule)

C arryb ack o r C arryo ver
(Sum of columns 6c, 7,
and 8)

T o ta l Foreign Taxes

(9 )

TOTALS

(1 1 )

Column 11

(1 2 )

income
(or loss)
(a) less (b)

(c) Taxable

C o lu m n 5 c ÷

(a) Gross income (or (b) Applicable deduc
loss). See inst. forgross- tions. See section
862(b). (Attach
up dividends. (Attach
schedule— see inst.) schedule— see inst.)

T o ta l U .S . In c o m e T ax T o ta l T a x a b le In co m e
From All S ources
(before credits)

(10)

► ► ► ► ► ► ► ►

TO TAL FO REIG N TA X C R E D IT — E n te r h ere an d o n y o u r ta x re tu rn

(From column 11,
Schedule B)

Been Paid

T a x D eem ed to H ave

(See in 
struction J)

(7)

Use this line for computation of overall limitation only

IN T E R E S T

T axab le In co m e From S ources W ith o u t U .S .

T axes Paid o r Accrued

Employer Identification Numbe r

column 12)

L im ita tio n
(Column 10 x

(1 3 )

(a)
In foreign currency

(1 4 )
Credit

(c)
In dollars

(Column 13 or column
9 whichever is less)

Conversion

(b)

(Attach receipt or return)

per-country limitation (fill in columns 1 through 14, line by line)
overall limitation (fill in columns 1 through 6, line by line including total line; use total line only for columns 7 through 14).
(3 )
(6 )
(4)
(5)
(2)

□
□

Computation of Foreign Tax Credit—Corporations

Form 1118
For Calendar Year ...................
o r o th e r ta x a b le y e a r b e g in n in g ..................................................., 1 9 .................. , a n d e n d in g ................................................... , 1 9 ..................

_H _______________________________ __________ __________ ________ _____________________

GF

______________________________________

______________________________________

_B ______________________________

a

i

n

SCHEDULE A.— Computation is made under:

Name

Totals

Interest

30-78

30-79

Form 1118

Year
(See
Inst.)

Name of Related Foreign
Corporation

(5)

Profits, and
Income in
Column 4
(Attach receipt
or return)

Foreign Tax
Paid or Accrued

column 5)

less

(6)

Accumulated
Profits
(Column 4

(7)
Dividends Paid by
Related Foreign
Corporation
(Do not include
gross-up dividends)

(8)
|

(9)

Foreign
Tax Paid on
Tax Deemed
Paid by
Accumulated
Profits
(Related Foreign
(Enter amount
Corporation
from column
(Schedule C,
column 11)
for exceptions)

Column 9

Plus

Column 8

(10)

÷

(11)
Tax Deemed
to Have
Been Paid
(Column 7
column 6
X column 10)

a second
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for the computation of taxes deemed to have been paid by
corporation. Enter amount from col. 11, Schedule D in col. 9, Schedule C.

SCHEDULE D.— The following lines are

FORM
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foreign corporation in respect of dividends from the third foreign
______

SCHEDULE C.— The following lines are for the computation of taxes deemed to have been paid by the first foreign corporation in respect of dividends from the second foreign
corporation. Column headings same as Schedule B. Enter amount from col. 11, Schedule C in col. 9, Schedule B.________________________

TO TALS

(4)

Gains, Profits,
and Income of
Foreign Corp.
for Year
From Which
Dividends Were
Paid

(3)

Incorporated
Under the Laws
of
(Name of country)

(2)

(1)

SCHEDULE B.— Taxes paid or accrued to a foreign country or U.S. possession by (1) a related foreign corporation (first foreign corporation) or (2) a related domestic corpo ration
entitled to the benefits of section 931 or 941. For constructive distributions under section 951, attach a schedule showing computation of credit under section 960.
(See instruction F.)

Form 1118
Department of the Treasury

Internal Revenue Service

equal to at least 5 percent. This section shall apply with respect to all
taxable years of domestic corporations ending after January 12, 1971 but
only in respect of dividends paid by one corporation to another corporation
after January 12, 1971.

Instructions for Form 1118

For computation of taxes deemed paid by a second foreign corporation
regarding a third foreign corporation, see Schedule D.

(Revised March 1971)

(4) Source of income of foreign subsidiaries and country to which tax is
deemed to have been paid.—For the purpose of section 904(a)(1), dividends
of a foreign corporation (at least 10 percent of whose voting stock is owned
by a domestic corporation) shall be deemed to have been derived from sources
within the foreign country or U.S. possession in which the foreign corporation
is incorporated, if under section 862(a)(2) the dividends are treated as
income from sources without the U.S. In addition, all income, war profits,
and excess profits taxes paid or deemed paid by the foreign corporation to
any foreign country or U.S. possession shall be deemed to have been paid
to the country or possession under whose laws the foreign corporation is
incorporated. (Reg. sec. 1.902-1(c).)

(References are to the

Internal Revenue Code)
General Instructions

Note.—Foreign Corporations—See General Instruction K.
A. Corporations required to file Form 1118.—Any corporation claiming a
credit tor (1) income, war profits, or excess profits tax paid or accrued
during a taxable year to any foreign country or U.S. possession and (2) the
taxes deemed to have been paid under sections 902 and 960 must attach
Form 1118 to its income tax return.
The term “income, war profits, and excess profits taxes" includes a tax
imposed by statute or decree by a foreign country or U.S. possession if
(1) the country or possession has in force a general income tax law, (2) the
corporation claiming the credit would, in the absence of a specific provision
applicable to the corporation, be subject to such general income tax, and
(3) the general income tax is not imposed upon the corporation thus subject
to such substituted tax. (Reg. sec. 1.903-1(a).)

B. Corporations not allowed credit.—The credit is not allowed to (1) a
China Trade Act corporation (section 942); (2) a domestic corporation en
titled to the benefits of section 931 for income from U.S. possessions
(section 931(g)); or (3) a regulated investment company which has exercised
the election under section 853. (Reg. sec. 1.901-1.)
C. Taxes against which credit is not allowed.—The foreign tax credit is
allowed against income tax imposed by chapter 1 but not against any:
(1) minimum tax for tax preferences imposed by section 56; (2) tax on
accumulated earnings imposed by section 531; (3) personal holding company
tax imposed by section 541; (4) additional tax imposed by section 1333
(relating to war loss recoveries) and under section 1351 (relating to re
coveries of foreign expropriation losses); or (5) increase in tax under section
47 (relating to certain dispositions of section 38 property). Foreign corpora
tions may not take the credit against any tax imposed by section 881 on
income not effectively connected with the conduct of a trade or business
within the U.S.

D. No deduction if a credit is claimed.—If a corporation elects for any
taxable year to claim a credit for taxes to any extent, the election shall apply
to income, war profits, and excess profits taxes paid or accrued in the taxable
year to all foreign countries and U.S. possessions, and no portion of the
taxes shall be allowed as a deduction in the taxable year or any succeeding
taxable year. (Section 275(a)(4) and Reg. sec. 1.901-1(c).) The election for
any taxable year may be made or changed at any time prior to the expiration
of the period prescribed for making a claim for credit or refund of the tax
imposed by chapter 1 for the taxable year. (Section 901.) Members of an
affiliated group electing under section 243 to deduct 100 percent of qualify
ing dividends received from members of the same affiliated group are treated
as one taxpayer for purposes of making elections under section 901(a) and
section 904(b)(1).
E. Method of reporting.—All amounts are to be expressed in U.S. dollars
except as provided in Schedule A, column 6(a). Where it is necessary to
convert from foreign currency, attach a statement showing why and how the
particular rate was determined.
F. Taxes of foreign corporation.—(1) Domestic corporation owning stock
of a foreign corporation.—If a domestic corporation owns 10 percent or
more of the voting stock of a related foreign corporation (first foreign cor
poration) from which it receives dividends, a proportionate amount of the
taxes paid or accrued by the first foreign corporation are deemed to have
been paid by the domestic corporation for purposes of the foreign tax credit.
(Section 902(a).) For computation of taxes deemed paid by the domestic
corporation, see Schedule B.

(2) First foreign corporation owning stock of a second foreign corpora*
tion.—If the first foreign corporation in (1) above owns 10 percent or more
of the voting stock of a second foreign corporation from which it receives
dividends in any taxable year, it shall be deemed to have paid a proportionate
amount of the foreign taxes of the second foreign corporation. (Section 902
(b)(1).) However, for purposes of the foreign tax credit, section 902(b)(1)
shall not apply unless the percentage of voting stock owned by the domestic
corporation in the first foreign corporation and the percentage of voting stock
owned by the first foreign corporation in the second foreign corporation when
multiplied together, equal at least 5 percent. This section shall apply with
respect to all taxable years of domestic corporations ending after January 12,
1971 but only in respect of dividends paid by one corporation to another
corporation after January 12, 1971. For computation of taxes deemed paid
by the first foreign corporation regarding a second foreign corporation, see
Schedule C.
(3) Second foreign corporation owning stock of a third foreign corpora
tion.—If the first foreign corporation owns 10 percent or more of the voting
stock of a second foreign corporation which, in turn, owns 10 percent or
more of the voting stock of a third foreign corporation from which the
second foreign corporation receives dividends in any taxable year, the second
foreign corporation shall be deemed to have paid a proportionate amount
of the foreign taxes of the third foreign corporation. (Section 902(b)(2).)
Section 902(b)(2) shall not apply unless the percentage arrived at for purposes
of applying sec. 902(b)(1) when multiplied by the percentage of voting stock
owned by the second foreign corporation in the third foreign corporation is
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(5) Corporation treated as foreign.—The term “foreign corporation" as
used above includes a domestic corporation entitled to the benefits of section
931 or 941. (Section 901(d).)
(6) Controlled foreign corporations.—As provided in the heading instruc
tions in Schedule B, attach a schedule showing the computation of the foreign
tax credit under section 960. The attached schedule should be in a format
similar to Schedule B. (Note: Present Code and regs. under sec. 960 do not
provide for a deemed paid credit for a third-tier corporation.)
G. Limitation on credit.
(1) Per-country limitation.—If the overall limitation is not elected, the
credit is limited to that percentage of total U.S. income tax which taxable
income from sources within each country or U.S. possession (but not In
excess of total taxable income) is of total taxable income. (Section
904(a)(1).)
(2) Overall limitation.—If the overall limitation is elected, the credit is
limited to that percentage of total U.S. income tax which taxable income
from sources without the U.S. (but not in excess of total taxable income)
is of total taxable income. (Section 904(a)(2).)
(3) Election of overall limitation.—The per-country limitation is to apply
unless an election is made to use the overall limitation. The initial election
to use the overall limitation is made by checking the appropriate box at the
top of Schedule A, and may be made without the Commissioner's consent
at any time before the expiration of the period for making a claim for credit
or refund of taxes for the year for which the election is made. The initial
election may be revoked if such credit-refund period has not expired. If the
revocation is timely and properly made, the initial election may be made for
a later taxable year without the Commissioner’s consent.
Once the initial election has been made and the period prescribed for
making such election has expired, it may not be revoked without the Com
missioner’s consent. Such consent, however, is not required for the tax
payer’s first taxable year beginning after December 31, 1969.
Members of an affiliated group electing the 100 percent dividends-received
deduction under section 243(b) are treated as one taxpayer for purposes
of electing the overall limitation.
H. When foreign tax credit may be taken.—The credit may be taken for
the year in which the taxes were paid or accrued depending upon the method
of accounting used. However, a taxpayer reporting on the cash basis may
elect to take the credit for accrued taxes. The election is made by checking
the appropriate box in the heading in column 2 of Schedule A, and must be
followed in all subsequent years. See section 905(a).
I. Credit for taxes accrued but not paid.—If credit is claimed for a tax
accrued but not paid, Internal Revenue may, as a condition precedent to
the allowance of the credit, require a bond, Form 1117, from the taxpayer.
(Reg. sec. 1.905-4.)
J. Special limitation for certain interest income.—In computing the credit
for foreign taxes paid or accrued on certain interest income, the limitation
is to be applied separately from all other income and must be applied on a
per-country basis. The overall limitation may not be used. This applies to
interest income described in section 904(f)(2) which is received with respect
to transactions consummated after April 2, 1962.
K. Foreign corporations claiming foreign tax credit.—For taxable years
beginning after December 31, 1966, section 906 allows foreign corporations
a foreign tax credit for income, war profits, and excess profits taxes paid or
accrued (or deemed, under section 902, paid or accrued) to any foreign
country or U.S. possession with respect to income effectively connected with
the conduct of a trade or business within the U.S. The credit is not applicable,
however, to the extent the tax is imposed by a foreign country or possession
upon income from U.S. sources solely because the foreign corporation was
created or organized under the law of the foreign country or possession or
is domiciled there for tax purposes.
In applying the per-country and overall limitations, taxable income includes
only that taxable income which is effectively connected with the conduct of a
trade or business within the U.S.
The credit may not be taken against any tax imposed by section 881 on
income not effectively connected with a U.S. business.
For purposes of section 902(a) (relating to tax deemed to have been paid)
and section 78 (relating to gross-up of dividends), a foreign corporation
claiming a foreign tax credit shall, with respect to such dividends, be treated
as a domestic corporation.
In applying the foreign tax credit carryback and carryover provisions of
section 904, no amount may be carried to or from a taxable year beginning
before January 1, 1967, and no such year shall be taken into account.

Form 1118
Specific Instructions for Schedules
L. Foreign taxes on mineral income.—For taxable years beginning after
December 31, 1969, section 901(e) provides that, for purposes of section
901(b). the amount of foreign taxes paid or accrued to a foreign country
or United States possession with respect to foreign mineral income from
sources within such country or possession must be reduced by the lesser of
(a) the amount of such taxes minus the amount of United States tax com
puted, under Chapter 1 of the Code, with respect to such foreign mineral
Income, or (b) the amount of United States tax which would be com
puted, under Chapter 1 of the Code, with respect to such income without
the deduction allowed under section 613 minus the amount of United States
tax computed under Chapter 1 of the Code with respect to such income.
If the above provisions apply, column (9), Schedule A, is to be filled
in on a country by country basis. The total tax which would otherwise be
shown on each line in column (9), Schedule A, must first be reduced by the
lesser of (a) or (b) above. Attach a schedule showing the computation
of the net amount to be entered on each line in column (9), Schedule A,
after applying section 901(e). Also write in the heading of column (9),
Schedule A, "see attachment."

Schedule A
Column 2.—If credit is claimed for taxes accrued, show both the date
of accrual and the date of payment (if paid). See General Instruction H.
Column 3.—Enter the type of tax (income, war profits, or excess profits).
Column 5.—Amounts entered in columns 5(a), (b) and (c) are to be
stated in U.S. dollars. Include all income taxable (or losses allowable) by the
U.S. whether or not taxable (or allowable) by the foreign country or U.S.
possession. The computation of taxable income from sources without the
U.S. must be made in accordance with sections 638 and 861 through 864,
and is made without deduction of any income or profits taxes imposed by any
foreign country or U.S. possession.
The schedule requested in columns 5(a) and (b) should categorize the type
of gross income and expenses as follows: interest, royalties, branch income,
dividends and other.
If the overall limitation is elected, alt income from sources without the U.S.
is taken into account. Thus, income from sources without the U.S. includes
high seas income but such income is not taken into account under the
per-country limitation. Where the income is taken into account it should
be properly identified and shown on the schedule.

For dividends from a foreign corporation 50 percent or more of whose gross
income was effectively connected with the conduct of a trade or business
within the U.S., see section 861(a)(2)(B).
Gross-up of dividends.—Include in income as a “dividend gross-up," taxes
deemed paid (Schedule B, column 11) on distributions by a foreign corpora
tion out of accumulated profits of a year for which the foreign corporation
was not a less developed country corporation.
Column 6.—Include tax withheld at the source on dividends and other
tax paid or accrued. Do not include tax deemed to have been paid or accrued
by a related foreign corporation as shown in column 7.
Taxpayers with foreign mineral income see general instruction L.

Column 6(a).—State the amount in the currency of the foreign country
(e.g., pounds, francs, marks).
Column 6(b).—Give the rate of exchange used and attach a statement
describing in reasonable detail why and how this particular rate was
determined.
Column 7.—If the per-country limitation is elected, enter the tax deemed
to have been paid to the individual foreign country or U.S. possession from
Schedule B. If the overall limitation is elected, enter on the total line the
total tax deemed to have been paid to all foreign countries and U.S. posses
sions from Schedule B. Taxpayers with foreign mineral income see general
instruction L.

Column 11.—If the per-country limitation is elected, enter on each line
for each country for which the credit is claimed the total taxable income (after
net operating loss deduction and special deductions) from all sources. If the
overall limitation is elected, enter such amount on the total line only. For
foreign corporations claiming the credit, taxable income includes only that
taxable income which is effectively connected with the conduct of a trade or
business within the U.S.
Column 12.—if the per-country limitation is elected, the ratio of foreign
taxable income (column 5(c)) to taxable income from all sources (column 11)
must be computed for each country. If the overall limitation is elected, the
ratio is computed on the total line only.
However, in computing such ratio the numerator may not exceed the de
nominator. See General instruction G.
Column 13.—If the per-country limitation is elected, the limitation must
be computed for each country. If the overall limitation is elected, the limita
tion is computed on the total line only.
If the overall limitation is elected, special limitations apply to consolidated
returns which include a Western Hemisphere trade corporation. See section
1503(b).
Column 14.—If the per-country limitation is elected, enter for each country
the amount in column 9 or column 13 whichever is less. The credit to be
claimed on your income tax return will be the total of the individual credits
in column 14. If the overall limitation is elected, enter on the total line the
amount in column 9 or column 13, whichever is less.

Schedule B
Column 2.—If dividends are paid from the gains, profits and income of
more than 1 year, the tax deemed to have been paid must be computed and
shown on a separate line for each year.
Column 4.—The gains, profits and income to be entered is determined by
the gains, profits and income from all sources whatsoever, whether or not
subjected to foreign tax, for the year from which the dividends (column 7)
were paid. Include all dividends received from a foreign subsidiary of the
related foreign corporation.
Internal Revenue may determine from which year's accumulated profits
the dividends were paid. In making such determination, Internal Revenue shall,
unless it is otherwise established to its satisfaction, treat any dividends which
are paid in the first 60 days of any taxable year as having been paid from
the accumulated profits of the preceding taxable year or years or shall, in
other respects, treat any dividends as having been paid from the most recently
accumulated profits.
The conversion to dollars must be made at the same exchange rate used
for dividends in column 7.
Column 7.—Enter the amount of dividends paid by the related foreign
corporations to the domestic corporation.
Column 8.—For dividends paid by a foreign corporation out of accumu
lated profits of a year for which such foreign corporation was a less developed
country corporation, do not use the instruction in the column heading but
enter the amount determined by dividing column 6 by column 4 and multi
plying by column 5.
Column 11.—If the per-country limitation is elected, the amount entered
in this column should be carried to Schedule A, column 7 and entered on the
line with the country or U.S. possession for which a credit is claimed. If the
overall limitation is elected, the total taxes deemed to have been paid should
be entered on the total line of Schedule A, column 7.

Schedule C
If a related foreign corporation (first foreign corporation) in Schedule B
owns 10 percent or more of the voting stock of a second foreign corporation
from which it receives dividends, Schedule C must be filled in to determine
the tax deemed to have been paid by the first foreign corporation. See General
Instruction F(2).
Column 1.—Enter name of second foreign corporation.
Columns 2 through 6.—Same instructions as Schedule B.

Column 8.—Attach a schedule showing a computation of the carryback or
carryover. If the per-country limitation is elected, a separate computation
and entry will be necessary for each country. If the overall limitation is elected,
Column 7.—Enter the amount of dividends paid by the second foreign
enter the total carryback or carryover on the total line.
corporation to the first foreign corporation.
Taxes paid or accrued to any foreign country or U.S. possession in excess
Column 11.—Carry the amount of tax deemed to have been paid to
of the applicable limitation may be carried back 2 years and carried forward
Schedule B, column 9 and enter on the line with the related first foreign
5 years. The excess must first be applied to the earliest of the 7 years to
corporation. If dividends are paid from the gains, profits and income of
which it may be carried, then to the next earliest year, etc. The excess may
more than 1 year, the tax deemed to have been paid by the first foreign
not be carried from a per-country year to an overall year or vice versa. How
corporation must be computed separately for each year.
ever, if a corporation has elected to change the method of computing the
limitation, years to which the excess cannot be carried because a different
Schedule D
limitation is used are counted in determining whether a carryback or carryover
If the second foreign corporation in Schedule C owns 10 percent or more
is available.
of the voting stock of a third foreign corporation from which it receives
Where the corporation has used a deduction instead of a credit in any
dividends, Schedule D must be filled in to determine the tax deemed to have
taxable year to which the carryback or carryover is carried, the carryback or
been paid by the second foreign corporation. See General Instruction F(3).
carryover is to be considered used in such year in the same manner as
Column 1.—Enter name of third foreign corporation.
though the corporation had claimed the tax credit, instead of a deduction,
Columns 2-6.—Same instructions as Schedule B.
but no credit is allowed for the amount so used.
Column 7.—Enter the amount of dividends paid by the third foreign
Column 9.—If the per-country limitation is elected, columns 6(c), 7, and 8
corporation to the second foreign corporation.
must be totaled across line by line. If the overall limitation is elected, use
Column 10.—Enter the amount from column 8.
only the total line. Taxpayers with foreign mineral income see general
instruction L.
Column 11.—Carry the amount of tax deemed to have been paid to
Schedule C, column 9 and enter on the line with the related second foreign
Column 10.—If the per-country limitation is elected, enter on each line
corporation. If dividends are paid from the gains, profits and income of
for each country for which the credit is claimed the total U.S. income tax
more than 1 year, the tax deemed to have been paid by the second foreign
before credits. If the overall limitation is elected, enter the amount on the
corporation must be computed separately for each year.
total line only.
U.S. GOVERNMENT PRINTING OFFICE: 1971—O-418-373
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SCHEDULE PH
(Form 1120)
Department of the Treasury
Internal Revenue Service

Computation of U.S. Personal Holding
Company Tax for calendar year 1971, or other taxable year

1971

beginning....................................... 1971, and ending........................................... 19........

Employer Identification number

Name

Computation of Undistributed Personal Holding Company Income

1 Taxable income before net operating loss deduction and special deductions (line 28, Form

A D D IT IO N S

1120)..........................................................................................................................................................................
2 Contributions deducted in computing line 1 (line 19, Form 1120)....................................................
3 Excess of expenses and depreciation under section 545(b)(8) (Schedule A).................................

4 Amount added to taxable income where lien in favor of the United States is satisfied or
released....................................................................................................................................................................

5

Total of lines 1 through 4

.

..................................................................................................

6 Federal and foreign income, war profits, and excess profits taxes not deducted in computing
line 1 (attach schedule)...................................................................................................................................
7 Contributions deductible under section 545(b)(2) (attach schedule—see instructions for
limitation)....................................................................................................................................................................

D E D U C TIO N S

8 Net operating loss for the preceding taxable year deductible under section 545(b)(4)
.
.
.
9 (a) Excess of net long-term capital gain over net short-term capital loss
(line 8, separate Schedule D, Form 1120).....................................................
(b) Less: Income tax attributable to such excess (see section 545(b)(5)—
attach computation)..................................................................................... ........................................ ........................................

10 Special deduction for bank affiliates allowable under section 545(b)(6)........................................
11 Amounts used or irrevocably set aside to pay or retire indebtedness of any kind incurred prior
to January 1, 1934 (attach schedule—see instructions)..................................................................

12 Amounts used or irrevocably set aside to pay or retire qualified indebtedness (Schedule C-1).
13 Amount of a lien in favor of the United States (see instructions for limitation)..........................
14 Deduction for dividends paid (excluding dividends paid after close of taxable year)
(Schedule B)............................................................................................................... ...... ..................................................................................
Total of lines 6 through 14...............................................................................................................

15

TAX

16 Undistributed personal holding company income before the deduction shown on line 17 (line 5
less line 15).............................................................................................................................................................
17 Less: Dividends paid after close of taxable year (excluding deficiency dividends as defined
in section 547(d)) but not in excess of the lesser of line 16 or 20 percent of line 1,
Schedule B................................................................................................................................................
18 Undistributed personal holding company income (line 16 less line 17). Foreign corporations—
see instruction 18............................................................................................................................ ......
.
.

19

Personal holding company tax (70% of line 18)..................................................................................
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Schedule PH (1120) 1971__________________________________________________________ _________ _____________________________________________________ Page

2

INFORMATION REQUIRED UNDER SECTION 65010). Section 6501(f) provides that if the information in (1) and (2) below is not submitted
with the corporation's return, the limitation period for assessment and collection of personal holding company tax shall be 6 years.

(1) Personal Holding Company Income__________

_____ ______________________________ _____ _______________________________________________

1 Dividends.............................................................................................................................................................................................................................................................................

2 Interest

.........................................................................................................................................................................

............................................

(a) Less: Amount excluded under section 543(b)(2)(C) (attach schedule)........................
...................................................
3 Royalties (other than mineral, oil, or gas royalties or copyright royalties)........................................................................................................................................

4 Annuities.............................................................................................................................................................................................................................................
5 Rents............................................................................................................................................................................... ..................................................
(a) Less: Adjustments described in section 543(b)(2)(A) (attach schedule)

................................................... ...............................................

6 Mineral, oil, and gas royalties..................................................................................................................................................................................
(a) Less: Adjustments described in section 543(b)(2)(B) (attach schedule)

....

............................................. .................................................

7 Copyright royalties........................ .............................................................................................................................................................................................................................

8 Produced film rents

......................................................................................................................................................................................................................................................

9 Amounts received as compensation for use of corporation property by shareholder......................................................................................................................

10 Amounts received under personal service contracts and from the sale thereof.............................................................................................................................

11 Amounts received from estates and trusts....................................................................................................................................................... ....................................................
12 Total personal holding company income (add lines 1 through 11) .__ .__ .
..... . ................................................ . .
(2) Stock Ownership. Enter the names and addresses of the individuals who owned, in the aggregate, directly or indirectly, at any time dur
ing the last half of the taxable year, more than 50 percent in value of the outstanding stock of the corporation.
Name

Address

Highest percentage of shares owned during last hall of taxable year

Preferred

Common

(1)...............................................................................................

(2)...............................................................................................

(3)...............................................................................................

(4)..............................................................................................

(5)
SCHEDULE A.—Excess of Expenses and Depreciation Over Income From Property Net Allowable Under Section 545(b)(8) (See Instruction 3)

1. Kind of property

2. Date

3. Cos
tor other

4. Depreciation

5. Repairs, insurance, end
other expenses (section
162) (attach schedule)

6. Total of
columns 4 and 5

7. Income from
rent or other
compensation

8. Excess (col. 6
leu col. 7)

(a)...............................................................
(b)................................................................
(c)...............................................................
(d)

Total excess of expenses and depreciation over rent or other compensation. Enter here and on line 3, page 1. NOTE: Attach a statement
showing the names and addresses of persons from whom rent or other compensation was received for the use of, or the right to use, each property.
SCHEDULE B.—Deduction for Dividends Paid (See instruction 14)
~
1 Taxable dividends paid, excluding (a) dividends considered as paid in the preceding taxable year under section

563, and (b) deficiency dividends as defined in section 547 ......................................................................................................................................................
2 Consent dividends (attach schedule)............................................................................................................................................................. ...................................
3 Taxable distributions (total of lines 1 and 2)................................................................................................................................................. ...................................
4 Dividend carryover from first and second preceding taxable years (attach computation)................................................ ...................................
5 Deduction for dividends paid (total of lines 3 and 4).
Enter here and on line 14, page 1..........................................................................................
SCHEDULE C-1.—Computation of Deduction forAmounts Used or Irrevocably Set Aside to Pay or Rohrs Qualified Indebtedness (See instruction 12)
1 Indicate separately:

(a) Amount actually used during the taxable year covered by this return to pay or retire qualified indebted

ness (except payments from amounts irrevocably set aside before the taxable year to pay or retire
qualified indebtedness with respect to a contract, as described in section 545(c)(3)(C)).................................... ..................................
(b) Amount irrevocably set aside during the taxable year covered by this return to pay or retire qualified
indebtedness, but not actually used during the taxable year for such purpose......................................................

(c) Total.................................................................................................................................................................................................................................................
2 Reduction for amounts described in section 545(c)(5) (attach schedule).........................................................................................................................
3 Line 1(c) less line 2.....................................................................................................................................................................................................................................
4 Portion of amount shown on line 3 which is treated as nondeductible by reason of the election provided in section
545(c)(4) (attach statement—see instructions).....................................................................................................................................
5 Amount claimed as a deduction (line 3 less line 4). Enter here and on line 12, page 1......................................................

—
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lf no entries are made on this page, detach and file only pages 1 and 2
Schedule PH (1120) 1971_________________________________________________________________________________________________________________________ Page 3
SCHEDULE C—2.—Computation of Qualified Indebtedness. NOTE.—If you were a personal holding company tor the preceding taxable year, omit lines 1
through 6 and enter on line 7 the amount of qualified indebtedness as of the beginning of the taxable year covered by this return. If you were not a personal
holding company for the preceding taxable year, complete all applicable lines._________ ______________ _______

1 Enter amount of indebtedness which was incurred after December 31, 1933, and before January 1, 1964, and
which was outstanding as of the first day of the first taxable year beginning after December 31, 1963 ....

...............................................

2 Less: Amounts included in line 1 which were irrevocably set aside before the first day of the first taxable i
year beginning after December 31, 1963, to pay or retire indebtedness with respect to a contract (section
545(c)(3)(C)).....................................................................................................................................................................................................................................................................

3 Line 1 less line 2..............................................................................................................................................................................................................................................................
4 Aggregate amount of indebtedness incurred after December 31, 1963, and before the taxable year covered by
this return, for the purpose of making a payment or set-aside in the same taxable year, but, in the case of such
a payment or set-aside, enter such indebtedness only to the extent the deduction otherwise allowed in section
545(c)(1) for such payment or set-aside was treated as nondeductible by reason of the election provided in
section 545(c)(4). (See section 545(c)(3)(A)(ii))...................................................................................................................................... _________________________

5 Total of lines 3 and 4............................................................................................................................................................................................ ...................................................
6 Less: (a) Aggregate of amounts actually used or irrevocably set aside (including amounts
which were treated as nondeductible by reason of the election provided in sec
tion 545(c)(4)) to pay or retire qualified indebtedness in taxable years begin
ning after December 31,1963 (not including taxable year covered by this return).................................................
(b) Aggregate amount of pro rata reductions in taxable years beginning after De
cember 31, 1963 (not including taxable year covered by this return) with re
sped to disposition of certain property after December 31, 1963 (section

545(c)(6))..............................................................................................................................................
(c) Aggregate of amounts which ceased to be outstanding during taxable years be
ginning after December 31, 1963 (not including taxable year covered by this re
turn) other than as a result of a payment or set-aside (attach statement).
_____________________________________________________

7 Line 5 less line 6..........................................................................................................................................................................................................
8 Total indebtedness incurred during the taxable year for the purpose of making a payment or set-aside in the same
taxable year, but, in the case of such a payment or set-aside, enter such indebtedness only to the extent the de
duction otherwise allowed in section 545(c)(1) for such payment or set-aside is treated as nondeductible by
reason of the election provided in section 545(c)(4).
(See section 545(c)(3)(A)(ii)).................................................................................................................

9 Line 7 plus line 8..............................................................................................................................................................................................................................................................

10 Less: (a) Amounts included in line 9 which were, at any time after December 31, 1963,
and before payment or set-aside, owed to a person who at such time owned (or
was considered as owning within the meaning of section 318(a)) more than 10
percent in value of your outstanding stock. NOTE.—If you were a personal hold
ing company for the preceding taxable year, enter such amounts which were
owed at any time on or after the first day of the taxable year covered by this
return (section 545(c)(3)(B))
................................................................................................................................ . ....................
(b) Pro rata reduction with resped to disposition of certain property during the tax
able year (section 545(c)(6))......................................... ............................................................ ' . _______________________________________________

11 Line 9 less line 10................................................................................................................................................................................................... ....................................................
12 Less: Amounts included in line 11 which ceased to be outstanding during the taxable year other than as a result
of a payment or set-aside (attach statement)....................................................................................................................................................................................

13 Qualified indebtedness before payments and set-asides (line 11 less line 12)......................................................................................................................................
14 Amounts used or irrevocably set aside (including amounts which were treated as nondeductible by reason of the
election provided in section 545(c)(4)) during the taxable year to pay or retire amount shown on line 13 .

.

.

15 Qualified indebtedness as of end of taxable year (line 13 less line 14)..............................................................................................

General Instructions
(References are to the Internal Revenue Code.)

Who must file Schedule PH.—Every per
sonal holding company must file a Sched
ule PH. The term ‘‘personal holding com
pany" means any corporation if at least
60% of its adjusted ordinary gross income
(as defined in section 543(b)(2)) for the
taxable year is personal holding company
income (as defined in section 543(a)), and
if at any time during the last half of the
taxable year more than 50% in value
of its outstanding stock is owned, diredly
or indiredly, by or for not more than 5
individuals.
For purposes of determining stock owner
ship, an organization described in section
401(a), 501(c)(17), or 509(a) or a portion
of a trust permanently set aside or to be
used exclusively for the purposes described
in section 642(c) is considered an individ
ual, unless such organization or trust meets
the requirements of the last sentence of
section 542(a)(2).

30-84

For exceptions to the term "personal
holding company," see section 542(c).
A foreign corporation (except one which
has income to which section 543(a)(7) ap
plies) is not a personal holding company if
all of its outstanding stock during the last
half of the taxable year is owned by non
resident alien individuals, whether directly
or indirectly through foreign estates, foreign
trusts, foreign partnerships, or other for
eign corporations. See section 542(c)(7).

Failure of foreign corporations to file.—
If a foreign corporation which is a personal
holding company fails to file or cause to
be filed a true and accurate return of the
tax imposed by section 541, a penalty (in
addition to any other applicable penalties)
shall be imposed equal to 10% of the taxes
imposed by chapter 1 of the Code (including
personal holding company tax). See section
6683.

Personal

holding

company

income.—

Personal holding company income is that
portion of adjusted ordinary gross income

(as defined in section 543(b)(2)) which
consists of the items of income described
in section 543(a).

Specific Instructions
(Numbered to correspond with line numbers on
page 1 of this schedule.)
Note: For a foreign corporation all of
whose outstanding stock during the last
half of the taxable year is owned by non
resident alien individuals (whether directly
or indirectly through foreign estates, foreign
trusts, foreign partnerships, or other for
eign corporations), taxable income for pur
poses of section 545(a) is that personal
holding company income described in sec
tion 543(a)(7), reduced by deductions at
tributable to such income, and adjusted,
with respect to such income, in the manner
provided in section 545(b). See section
545(d).

1. Taxable income before net operating
loss deduction and special deductions.—
Enter the amount shown on line 28, page

Schedule PH, Form 1120
(Specific Instructions—Continued)
1, Form 1120, computed without regard to
section 443(b) (relating to income placed
on an annual basis). If such taxable income
includes any amount with respect to coal or
domestic iron ore royalties, see section
631(c).
In the case of a foreign corporation
(whether or not engaged in a trade or busi
ness within the U.S.) which qualifies as a
personal holding company under section
542 but not as a foreign personal holding
company under section 552, the amount to
be entered on line 1 must be computed
under section 861 rather than under section
881(a).

3. Expenses and depreciation In ex*
cess of amount allowable under section
545(b)(8).—If the corporation derived rent
or other compensation for the use of, or
right to use, property which was less than
the sum of the allowable expenses and de
preciation, Schedule A should be filled in
and the excess entered on line 3.
This adjustment must be made unless
the corporation establishes, in accordance
with section 545(b)(8), that the rent or
other compensation received was the high
est obtainable, or if none was received, that
none was obtainable; that the property was
held in the course of a business carried on
bona fide for profit; and either that there
was reasonable expectation that the opera
tion of the property would result in a profit,
or that the property was necessary to the
conduct of the business.
The burden of proof will rest upon the
corporation to sustain the excess deduc
tions. A corporation claiming excess deduc
tions shall, in lieu of filling in Schedule A,
attach a statement claiming the deductions
together with a complete statement of facts,
circumstances, and arguments to support
the deductions. Such statement must show
the information required by section 1.5452(h)(2) of the regulations.
4. Amount added to taxable income
where lien in favor of the U.S. is satisfied
or released.—The sum of the amounts de
ducted under section 545(b)(9) for any lien
in favor of the U.S. must be added to tax
able income in the taxable year in which
the lien is satisfied or released; similarly,
in the case of a partial satisfaction or re
lease of such lien, to the extent satisfied
or released.
Where an amount is so added, the share
holders may elect to compute the tax on
dividends attributable to the added income
as though they were received ratably over
the period the lien was in effect. See in
struction 13.
6. Federal and foreign Income, war
profits, and excess profits taxes.—Attach
a schedule showing the nature of the tax,
the taxable year, and the amount. Section
545(b)(1) allows a deduction for Federal
income and excess profits taxes accrued
during the taxable year but not including
the accumulated earnings tax imposed by
section 531 or the personal holding com
pany tax imposed by section 541.
The foreign tax credit is not allowed
against personal holding company tax. A
deduction is allowed, however, for income,
war profits, and excess profits taxes ac
crued (or deemed paid under section 902(a)
(1) or 960(a)(1)(C)) during the taxable year
to foreign countries and U.S. possessions
if the corporation claims a credit for such
taxes in computing its income tax.

7. Contributions deductible under sec*
tion 545(b)(2).—For purposes of the per
sonal holding company tax, section 545(b)
(2) provides a different limitation for chari
table contributions than the 5% limitation
used in determining the corporate income
tax. The limitations on charitable deductions
of individuals are applicable but are to be
applied to the amount of taxable income to
which the 5% limitation applied. (See in
struction 19, Form 1120.) However, taxable
income shall be computed without the de
duction of the amount disallowed under sec
tion
545(b)(8)
(excess
expenses
and
depreciation).
For purposes of the personal holding
company tax, the contribution carryover
under section 170(d) is not allowed.

8. Net operating loss for the preceding
year.—Section 545(b)(4) provides that in
lieu of the net operating loss deduction
provided in section 172, a deduction is al
lowed for the net operating loss (as defined
in section 172(c)) for the preceding taxable
year computed without the deductions pro
vided in part VIII (except section 248) of
subchapter B.
11. Amounts used or Irrevocably set
aside to pay or retire indebtedness of any
kind incurred prior to January 1, 1934.—
Section 545(b)(7) allows a deduction for
amounts used or irrevocably set aside to
pay or retire indebtedness of any kind in
curred before January 1, 1934, if such
amounts are reasonable with reference to
the size and terms of such indebtedness.
The corporation must furnish all of the
facts and circumstances upon which it relies
to establish the reasonableness of the
amount claimed as a deduction.
Attach a statement showing a description
of the indebtedness, the date incurred or
assumed, the date due, and the plan for
payment or retirement of the obligations
(indicating date and method of adoption).
If the plan is covered by a mandatory sink
ing fund agreement or similar arrangement,
submit a copy of the indenture or agreement
by which the fund was established and under
which it is maintained.
The statement should also include: (1)
the amount of indebtedness on January 1,
1934; (2) aggregate of amounts used or
irrevocably set aside to pay or retire such
indebtedness in prior taxable years begin
ning on and after January 1, 1934; (3)
amount actually used during the taxable
year to pay or retire the indebtedness; and
(4) amount irrevocably set aside during the
taxable year to pay or retire the indebted
ness but not actually used during the tax
able year for such purpose in addition, the
statement shall indicate whether the deduc
tion claimed represents (a) an amount ac
tually used during the taxable year to pay
or retire the indebtedness, (b) an amount
irrevocably set aside during the taxable year
to pay or retire the indebtedness, or (c) a
combination of both (a) and (b).
If the amount claimed as a deduction on
line 11 or 12 represents an amount irrevo
cably set aside to pay or retire the indebted
ness, attach a statement explaining the cir
cumstances and method by which it was
irrevocably set aside.
12. Amounts used or irrevocably set
aside to pay or retire qualified indebted
ness.—Subject to the limitations described
in section 545(c), section 545(c)(1) allows
a deduction for amounts used, or amounts
irrevocably set aside (to the extent reason
able with reference to the size and terms of
the indebtedness), to pay or retire qualified
U.S. GOVERNMENT PRINTlNG OFFICE:1971—O-418-079

indebtedness (as defined in section 545(c)
(3)). This deduction applies only to corpo
rations described in section 545(c)(2).
Any corporation that claims this deduc
tion must submit detailed information and
any necessary computation showing that it
is a corporation described in section 545
(c)(2)(A) or to the extent that it succeeds
to such deduction by reason of section
381(c)(15), it must submit detailed infor
mation showing that the distributor or trans
feror corporation was a corporation de
scribed in section 545(c)(2)(A).
Corporations succeeding to the deduction
by reason of section 381(c)(15) should
make necessary adjustments to Schedule
C-2 to take into account such indebtedness.
Schedule C-2 should be completed in all
cases where qualified indebtedness has
changed during the taxable year, even
though no payments or set-asides were
made and no deduction is being claimed.
See instruction 11 for additional informa
tion which must be submitted to establish
the reasonableness of amounts irrevo
cably set aside to pay or retire qualified
indebtedness.
Section 545(c)(4) allows corporations to
elect to treat as nondeductible certain
amounts used or irrevocably set aside to
pay or retire qualified indebtedness which
are otherwise deductible under section 545
(c)(1). See section 1.545-3(e) of the regula
tions for time and manner of making the
election.
13. Lien in favor of the U.S.—The corpo
ration may deduct the amount of any lien
in favor of the U.S. (notice of which has
been filed as provided in section 6323(f))
to which the corporation is subject at the
close of the taxable year. However, the
amount deducted may not exceed taxable
income as adjusted under sections 545(b)
and 545(c), computed without regard to
this deduction. Thus, the deductions may
not exceed line 5 less the total of lines 6
through 12.
14. Deduction for dividends paid.—Enter
the amount of the dividends-paid deduction
as computed in Schedule B. (Section 561.)
In determining the deduction for divi
dends paid, the rules in section 562 apply.
17. Dividends paid after close of tax
able year (excluding deficiency dividends
as defined in section 547(d)).—Enter on
line 17 and not in Schedule B, the amount
of the dividends paid after the close of the
taxable year and on or before the 15th day
of the third month thereafter, if the corpo
ration elects in its return for the taxable
year to have such dividends considered as
paid during such taxable year.
Neither line 14 nor line 17 should include
deficiency dividends (those dividends which
are paid pursuant to a specific procedure
set forth in section 547).

18. Undistributed personal holding com
pany income of certain foreign corpora
tions.—If 10% or less in value of the
outstanding stock of a foreign corporation
is owned (see section 958(a)) during the
last half of the taxable year by U.S. persons,
undistributed personal holding company in
come is the amount determined by multi
plying the undistributed personal holding
company income (as determined without
regard to this instruction) by the percentage
in value of the corporation's outstanding
stock which is the greatest percentage in
value of its outstanding stock so owned by
U.S. persons on any one day during such
period. (Section 545(a).)

4
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Form 1122
Form

1122

(Rev. Jan. 1969)

Authorization and Consent of Subsidiary Corporation
to be Included in a Consolidated Income Tax Return

Department of the Treasury
Internal Revenue Service

For the first year a consolidated return is filed, this form must be attached for each subsidiary.
(Please type or print)

For the calendar year 19........ , or other taxable year beginning........................... , 19........ and ending........................... , 19........
Name

Number and street

City or town, State, and ZIP code

Employer Identification Number

1 Date incorporated

2 Place incorporated

3 Capital stock outstanding at beginning of taxable year

(a) Common

(b) Preferred

$

$

4 Kind of business

5 Name of common parent corporation

□

Active

□

Inactive

Employer Identification Number

The subsidiary corporation named above hereby: (a)

authorizes the common parent corporation named above to

dated return must be made by the affiliated group under the
provisions of the consolidated return regulations.

make a consolidated income tax return on its behalf for the

taxable year for which this form is filed; and (b) authorizes

The subsidiary corporation, in consideration of the priv

the common parent corporation (or, in the event of its fail

ilege of joining in the making of a consolidated return with

ure, the Commissioner or the District Director of Internal

the common parent corporation, hereby consents to and

Revenue) to make a consolidated income tax return on its

agrees to be bound by the provisions of the consolidated

behalf for each taxable year thereafter for which a consoli

return regulations.

Signature

Under penalties of perjury, I declare that the subsidiary named above has authorized me to sign this form on its behalf, and
that this form has been examined by me and the information contained herein is, to the best of my knowledge and belief, true,
correct, and complete.

Date

Title

Signature
U.S. GOVERNMENT PRINTING OFFICE : 1969-O-328-728

30-86

Corporate
Seal

Form 1128
1128

Form
(Rev. Dec. 1971)
Department of the Treasury
Internal Revenue Service

Application for Change in Accounting Period
(See instructions on page 4)
Identifying number
(See Instructions)

Name

Please
type
or
print

To be filed in
triplicate.
(Check one)

□ Individual

Number and street

□ Partnership

□ Corporation

City or town, State and ZIP code

0
□

SECTION A.—Applicable to All Taxpayers

Estate or trust

Electing small busi
ness corporation

□ Tax exempt
organization

1b Permission is hereby requested to change to a taxable year ending

la Present taxable year ends

2

3

The above change will require a return for a short period
Beginning
Ending

19

Return for short period will be filed with the Internal Revenue Service
office at

19
4b Taxpayer's area code and telephone number

4a Nature of taxpayer's business or principal source of income

(Continued an page 2)

MAKE NO ENTRIES BELOW—For Internal Revenue Service Use Only

►

Approval
Action

►

Based solely upon the information furnished in your applica
tion, you are hereby granted permission to make the requested
change in accounting period indicated above, subject to the
conditions set forth below.

Disapproval
Action

Your application cannot be approved for the following reason:
□ Not timely filed (
(

) dated .....................................................
) received in envelope

postmarked................................................................
(See explanation 1, below.)
□

Prematurely filed. (See explanation 2, below.)

Chief, Corporation Tax Branch

Chief, Corporation Tax Branch

Date ...................... ...............................

Symbols ........... ________________

Internal Revenue Service, Washington, D.C. 20224

Conditions Applicable to Change
(a) Change must be effected by filing a return for the short period on or before the due date of such return,
including extensions, or the thirtieth day after date of Approval Action, whichever is later.

(b) The books must be dosed as of the last day of the new taxable year.

(c) Statement must be attached to short period return stating date and symbols on Approval Action and that
change is made under authority granted therein.
(d) The taxable income, if any, shown on the short period return must be placed on an annual basis and the
tax computed in accordance with the provisions of section 443(b) of the Internal Revenue Code. Returns for

subsequent taxable years must be made on the basis of a full 12 months ending on the last day of the new

taxable year.
(e) In computing taxable income for the short period, accrual basis taxpayers must reduce any expense cover
ing a 12-month period (such as taxes, insurance, vacation pay, or other similar expense) to an amount which bears
the same ratio to the total of such expense as the number of months in the short period bears to twelve; and

one-tenth of the amount of reduction of such expense should be deducted each year of a 10-year period com
mencing with the first taxable year after the short period. NOTE.—This condition is not applicable if such expenses

have been consistently deducted on the ratable accrual method for Federal income tax purposes.

Explanation Regarding Disapproval Action
1. Section 1.442-1(b)(1) of the Income Tax Regulations provides that in order to secure prior approval of a
change of a taxpayer's annual accounting period, application must be filed on or before the last day of the month
following the close of the short period for which a return is required to effect the change of accounting period.
2. The application has been filed too far in advance of the end of the short period. A new application should
be made on the enclosed forms closer to the end of the short period when more accurate information would be

available.
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SECTION A.—Applicable to All Taxpayers (Continued)
5 What is your over-all method of accounting?

□ Cash receipts and disbursements

Yes

No

□ Other (explain):

□ Accrual

6 Within the last 10 years, have you changed or requested permission to change your accounting period?......................................
If “Yes," explain giving previous accounting period(s) and the accounting period(s) to which changed. If prior approval granted,
give date of letter and symbols shown thereon.

7 Enter your taxable income (•) (or loss) for the 3 taxable years immediately preceding the short period and for the short period.
(If necessary, estimate the amount for the short period.)
Third preceding year

$

Second preceding year

Short period

First preceding year

$
$
_______________
(*) Individuals enter “adjusted gross" income. Partnerships enter “ordinary” income.

$

8a Are you a member of a partnership?..................................................................................................................................................
8b Are you a beneficiary of a trust or an estate? .

..................................................................................................................................

8c Are you a shareholder of an electing small business corporation?.......................................................................................................
8d If 8a, 8b, or 8c is “Yes," enter below the name and taxable year of each partnership, trust, estate, or small business
corporation.

9 If operations for the short period result in a (estimated) loss, show what amount, if any, is available
for carryback to prior years................................................................................................. .....

$

10 If engaged in a trade or business, enter the following for taxable year preceding the short period:
(a) Gross sales (if on accrual method)............................................................................................
(b) Gross receipts (if on cash receipts and disbursements method)...........................................

$
$

11 If a change from a fiscal year to a calendar year Is requested, is it being made under Rev. Proc. 66-50? (See specific instruc
tions Section A, page 4.)............................................................................................................................................................................

12 State the reasons for requesting the change.

_________________SECTION B.—Estates or Trusts Only_______________________________ _____

Attach a statement showing the following information:
1 Name, social security number, address and taxable year of each beneficiary and whether a beneficiary is also the grantor.
2 The amount of taxable income of the estate or trust, the distribution deduction and the taxable amounts distributable to each
beneficiary for the 2 taxable years immediately preceding the short period and for the short period.
3 Oates during the year when distributions are made or are required to be made.
4 If distribution will not continue to be made on such dates in the future, state the change.
5 If the amount distributed or required to be distributed is not approximately the same each period, explain.

6 If the trust is a member of a Common Trust Fund, show name and taxable year of such trust fund.
7 Is the change being requested under Rev. Proc. 68-41? (See specific instructions Section B, page 4.)

.

.

. □ YES

□ NO

c70-16—81370-1
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SECTION C.—Partnerships Only

Yes

3

No

1 Date business commenced (See instructions):

2 is any partner applying for a corresponding change in accounting period?.................................................................................................................
3 Attach a statement showing each principal partner's (see instructions) name, social security number, address, and taxable year,

the percentage of interest in capital and profits, and the manner in which the interest was acquired.

4

Transfer of partnership: Has any member of the partnership acquired his interest in partnership capital and profits within the
25 months preceding the date of this application?..................................................... ...... ...................................................................................................
If "Yes," show on attached statement the names and taxable years of the partners, percentage of their interests in partnership
capital and profits, and the date and manner in which such interests were acquired.

5 Are at

members of the partnership related to one another?.....................................................................................................................................

If “Yes" show on attached statement names and the relationship.

6

Do the partners derive their principal gross income from the partnership? ..........................................................................................................

If "No," show on attached statement the names of the partners who do not.
7 Show on attached statement any capital gains or losses for the 3 taxable years preceding the short period and for the short
period.

SECTION D.—Corporations Only
1 Date of incorporation:_______________________________________________________________________________________________________________

2 Are you a member of an affiliated group which is filing a consolidated return?........................... ...............................................................................
If "Yes,” attach a statement showing (a) the name and address used on the consolidated return, the taxable year and the
internal Revenue Service office in which the return is filed; (b) the name and address of each member of the affiliated group,
designating the Parent Corporation, and the taxable income (or loss) of each member for the 3 years preceding the short period
and for the short period.

3 Is the change being made in order to file a consolidated return? If "Yes,” see General Instructions, Time and Place for Filing .

4

.

Did the corporation pay any dividends to its shareholders during the short period?.............................................................................................
If "Yes," furnish the following information:

(a) Taxable dividends.......................................................................................................... ...... .......................................

$

(b) Nontaxable dividends....................................................................................................................... ......

$

(c) Total dividends...............................................................................................................................................................

$

SECTION E.—Electing Small Business Corporations Only
1 Date of election:

2 Enter the total amounts treated as long-term capital gains in the short period........................................

3 Attach a statement showing the name, address, and taxable year of each shareholder and the percentage of ownership.

4

Do the shareholders derive their principal gross income from the electing small business corporation?.....................................................
If "No,” show on attached statement the names of the shareholders who do not.

SECTION F.—Tax Exempt Organizations Only
1 Form of organization.

□ Corporation

□ Trust

□ Other (Specify):

2 Date of organization:

3 Section of Code under which exemption is claimed:

4

Have you been ruled to be tax exempt?...................................................................................................................................................................................

If "Yes," enter date of ruling letter and symbols thereon.

5

Are you required to file an annual return on Form 990 or Form 990-C, Form 990-P, or Form 990-T?...................................................

6

Is the change being requested under Rev. Proc. 66-13? (See specific Instructions Section F, page 4.)

Signature
Under penalties of perjury, I declare that this application (including any accompanying schedules and statements) has been examined by me,
and to the best of my knowledge and belief it is true and correct.

(Signature of individual)

(Signature of spouse)
(Partnership, corporate, estate or trust name)

................. (Signature and title).............................................. .

(Date)

(Date)
(Date)

(Pen signature must appear on all three copies. See specific instructions.)
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30-89

Form 1128
Form 1128 (Rev. 12-71)

General Instructions

Change In or Adoption of Accounting Period—In general, a change
in (or adoption of) accounting period will be approved where it is
established that there is a substantial business purpose for adopting
or making the change, ‘and the taxpayer and the Commissioner agree
to the terms, conditions and adjustments under which the change or
adoption will be effected. In determining whether a taxpayer has
established a substantial business purpose, consideration will be
given to all the facts and circumstances relating to the change or
adoption, including the tax consequences. Among the nontax factors
that will be considered in determining whether a substantial business
purpose has been established is the effect of the change on the tax
payer’s annual cycle of business activity. The agreement between the
taxpayer and the Commissioner under which the change or adoption
will be effected shall, in appropriate cases, provide terms, conditions,
and adjustments necessary to prevent a substantial distortion of
income which otherwise would result from the change or adoption.
The following are examples of effects of the change or adoption
which would substantially distort income:
(1) deferral of a substantial portion of the taxpayer's income, or
shifting of a substantial portion of deductions, from one year to
another so as to substantially reduce the taxpayer's liability;
(2) causing a similar deferral or shifting in the case of any other
person, such as a partner, a beneficiary, or a shareholder in an
electing small business corporation as defined in section 1371(b) of
the Code; or
(3) creating a short period in which there is either:
(a) a substantial net operating loss, or
(b) in the case of an electing small business corporation a sub
stantial portion of amounts treated as long-term capital gain.

Even though a substantial business purpose is not established, the
Commissioner in appropriate cases may permit a husband or wife to
change his or her taxable year in order to secure the benefits of filing
a joint return.
Each attached statement should show the name, identifying number
and address of the taxpayer, the date, and that it is an attachment
to Form 1128.
An application made by an agent in behalf of a taxpayer should be

Page 4

accompanied by a power of attorney specifically authorizing him to
represent the taxpayer.
52-53-Week Taxable Year—Where a taxpayer wishes to change to
a 52-53-week taxable year and, in addition, wishes to change the
month with reference to which the taxable year ends, or where a tax
payer wishes to change from such a year, prior approval must be
obtained.
If either or both of the ending dates entered in item 1, section A
represent 52-53-week accounting periods, indicate on the appropriate
line of item 1 whether such period or periods were elected under
section 441(f)(1)(A) or 441(f)(1)(B) of the Code.
Time and Place for Filing—This form must be filed, in triplicate,
with the Commissioner of Internal Revenue, Washington, D.C. 20224,
Attention T:I:C:1:AM & P on or before the last day of the month follow
ing the close of the short period required to effect the change.
However, if this form is being used in accordance with Revenue
Procedures 66-13, 66-50, or 68-41 (see sections A, B, and F
below), it should be filed with your District Director of Internal Reve
nue. If the application is timely filed and the taxpayer complies with
the provisions of the applicable Revenue Procedure, it may be assumed
that permission to change has been granted.
When a change in the accounting period of a subsidiary corpora
tion is made, in order to file a consolidated return with its parent,the
corporation shall complete this form and forward it to the Internal
Revenue office with which the consolidated return is filed at or before
the time of filing of such consolidated return for the taxable year in
which the subsidiary has first adopted the parent's annual accounting
period.

Identifying Number

Individuals—An individual taxpayer should enter his social security
number in this block. If the application is made on behalf of a husband
and wife who file their income tax return jointly, enter the social
security numbers of both. However, if an individual is engaged in a
trade or business, enter the employer identification number in lieu
of the social security number.
Other—An applicant other than an individual should enter his
employer identification number in this block.

Specific Instructions
Section A.—All taxpayers are required to furnish the applicable
information requested.

All copies of reproduced forms must be

signed after the reproduction process.
Individuals—Taxpayers complying with provisions of Rev. Proc.
66-50, C.B. 1966-2, 1260, will be deemed to have obtained the
approval of the Commissioner of Internal Revenue to change their
accounting period from a fiscal to a calendar year. This Revenue Pro
cedure applies only to individuals whose income is derived solely from
one or more of the following sources: Wages, salaries, interest, divi
dends, capital gains, pensions and annuities, or rents and royalties.
After completing section A, an individual desiring the change should
sign the application. If the application pertains to a husband and wife,
the names of both should appear in the block provided therefor on page
1 of the form and both should sign.
Section B.—Estates or Trusts—This section is applicable to estates
or trusts only. Trustees or co-trustees complying with the provisions of
Rev. Proc. 68-41, C.B. 1968—2, 943, will be deemed to have obtained
the approval of the Commissioner of Internal Revenue for a change in
the accounting period of the trust. After completing sections A and B,
the name of the estate or trust should be shown followed by the
signature of the trustee, executor, administrator or other person having
legal authority to sign, over his title.

Although you have until the last day of the month following the close
of the taxable year to be adopted to file this application, it may be to
your advantage if you file as soon as possible after the beginning of
the partnership's business. This will enable the Internal Revenue
Service to process your application sooner and may prevent the in
convenience to partners of having to file amended individual returns if
the application is disapproved. The partnership should indicate clearly
that it is an application for adoption of a taxable year.

Date business commenced means the first date that a business
transaction results in a tax consequence; for example: the receipt of
income or the incurring of an expense.
This form should be signed with the partnership name followed by
the signature of one of the partners over the designation "Member
of Partnership."
Section D.—Corporations—A corporation may change its annual
accounting period without the prior approval of the Commissioner
providing it meets ail of the conditions set forth in section 1.442-1(c)
of the Income Tax Regulations.

A corporation requiring approval to change its accounting period
must complete this form which must be signed by its president or
other authorized corporate officer over his official title.

Section E.—Electing small business corporations—A "small busi
ness corporation" is defined in section 1371(a) of the Code as a
Section C.—Partnerships—-An existing partnership may change or
domestic corporation which is not a member of an affiliated group
of corporations, as defined in section 1504 of the Code, and which
a newly formed partnership may adopt a taxable year without secur
does not have: (1) more than one class of stock, (2) more than 10
ing prior approval if all its principal partners (any partner having an
shareholders, (3) a shareholder (other than an estate) who is not
interest of 5 percent or more in partnership profits or capital) have
an individual, and (4) a shareholder who is a nonresident alien. A
the same taxable year as the partnership, or if all its principal
corporation which is an electing small business corporation during
partners concurrently change to such taxable year. A newly formed
the short period required to effect the change of annual accounting
partnership may adopt a calendar year if all of its principal partners
period may change its taxable year only if it secures the prior approval
are not on the same taxable year. In any other case, prior approval
of the Commissioner.
of the Commissioner must be obtained. An application by a partner
ship for adoption of a taxable year may be made by letter if the ap
The application should show the corporate name and the signature
of the president or other authorized corporate officer over his official
plicant submits in writing the information requested in Section C of
this form. If this form is used by a partnership for adoption of a
title.
taxable year please insert the word ‘‘ADOPTION” on line 1(a) of page 1.
Section F.—Tax exempt organizations—This section is applicable
In addition, a partner must secure prior approval before he may change
to tax exempt organizations only. Organizations complying with file pro
his accounting period. For an unincorporated organization qualifying as
visions of Rev. Proc. 66-13, C.B. 1966-1, 626, will be deemed to
an “investing partnership" engaged in exploration of mineral property
have obtained the approval of the Commissioner of Interna! Revenue
under “operating agreements" in accordance with section 761(a)(1)
for a change in accounting period. This Revenue Procedure does not
or (2) of the Code, see section 1.761-1(a)(2)(iv) of the Income Tax
apply to Farmers' Cooperatives exempt from Federal income tax
Regulations.
under section 521 of the Internal Revenue Code, or organizations
Where a newly formed partnership is required to secure prior ap
having unrelated business income as defined in section 512(a) of the
proval from the Commissioner for the adoption of a taxable year, the
Code. After completing sections A and F, the application should be
application must be filed, in triplicate, on or before the last day of the
signed by a principal officer or other person having legal authority
month following the close of the taxable year to be adopted.
to sign for the organization, over his title.
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Extension of Time for Payment of Taxes by Corporation
Expecting a Net Operating Loss Carryback

1138

Form
(Rev. July 1969)

Department of the Treasury
Internal Revenue Service

(Under Section 6164 of the Internal Revenue Code)
Employer Identification No.

Name

Number and street

City or town. State, and ZIP code

1 Taxableyearof expected net operating loss: Taxable year ended
___________________________________________________________________________

| 2 Estimated amount of expected net operating loss

$__________________________________________________________________

3 Amount of reduction of tax previously determined (reduction attributable to the expected carryback and any related adjustments)

(attach

schedule)

.................................................................................................................................................................................................... $...............................................

4 Taxable year immediately preceding the taxable year of the expected net operating loss: Taxable year ended

5

Give the reasons, facts, and circumstances that cause the corporation to expect a net operating loss.

6 Computation of Amount for Which Payment is to be Extended

(a) Amount of tax shown on return as filed.....................................................................................................................................

(b) Any amount assessed as a deficiency (or as interest or penalty) prior to the date of filing this form .

(c) Total of (a) and (b)...............................................................................................................................................................................

(d) Any rebates, credits, or refunds allowed or made prior to the date of filing this form...................................

(e) Amount of tax paid or required to be paid prior to the date of filing this form.................................................

(f)

Total of (d) and (e)...............................................................................................................................................................................

(g) Line (c) less line (f)...............................................................................................................................................................................
(h) Amount of tax for which payment is to be extended. This amount may not exceed either line 6(g) or
line 3.................................................................................................................................................................................................................

Signature
Under penalties of perjury, I declare that I have examined this form, including any accompanying schedules and statements, and to the best of
my knowledge and belief it is true, correct, and complete.

CORPORATE
SEAL
Date

Signature of officer

Title'
Form 1138 (Rev. 7-69)
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Form 1138
General Instructions
A. Purpose of form.—The purpose of this form is to
permit a corporation expecting a net operating loss for
the current year to extend the time to pay all or part of
its income tax for the preceding year.

amount extended under the revised form is less than
the amount under the prior form, the extension is
terminated for the difference between the two amounts
on the date the revised form is filed.

The amount postponed may not exceed the reduc
tion in tax that the carryback of the net operating loss
will make.

F. Termination of extension.—The Internal Revenue
Service may terminate the extension for all or any part
of the amount to which the extension relates if it
believes that all or any part of the form is in a material
respect erroneous or unreasonable. If Internal Revenue
believes that collection of the amount is in jeopardy, it
may likewise terminate the extension.

The extension may not relate to any amount that was
paid or required to be paid prior to the date of filing this
form.

B. Where to file.—This form must be filed with the
Internal Revenue office where the corporation is re
quired to file its income tax return.

G. Period of extension.—In general the extension of
time ends on the last day of the month in which the
time expires (including any extension of time granted)
for filing the return for the taxable year of the expected
net operating loss.

C. Time for filing.—The form must be filed within
the taxable year of the expected net operating loss.

If before that date the corporation files an application
for a tentative carryback adjustment (Form 1139) the
time for payment is further extended to the date on
which Internal Revenue notifies the corporation that its
application is allowed or disallowed in whole or in part.

D. Estimated amount of expected net operating
loss.—A corporation must expect that it will have a net
operating loss before it may postpone the time to pay
its previous year’s income tax. The estimate is to be
based upon all the facts and circumstances relating to
the operations of the corporation. Among the things to
be considered are such items as: number and dollar
amounts of the corporation’s Government contracts that
have been canceled; amount of deductible reconversion
expenditures; profit and loss statements; and other fac
tors peculiar to the corporation’s operations. Responsi
bility for accuracy of the estimate rests with the
corporation.

H. Interest.—Interest will be charged on amounts
which have been postponed from the dates on which
payments would have been required if there had been
no extension and the corporation had elected to pay
the tax in installments. The rate will be 6 percent
per year.
I. Computation of decrease in tax for prior years.—
To arrive at the decrease in tax previously determined,
recompute such tax after taking the carryback into
account.

E. Revised forms.—A revised form may be filed as a
new form in lieu of the last one previously filed for the
same taxable year.

Form 1120 and instructions for the applicable year
will be helpful in making this recomputation and in
computing the net operating loss deduction.

The new form may extend the time to pay a greater
or lesser amount than under the prior form. If the

Specific Instructions
The following instructions are numbered to cor
respond with the line numbers on the other side of this
form.

determining the net operating loss deduction, the ad
justments required by section 172 of the Code are
likewise to be made.

Line 3.—The amount of the reduction is to be com
puted in accordance with General Instruction I. The
amount of the reduction is the decrease, attributable
to the carryback and any related adjustments, in the
tax previously determined.
The decrease in the tax previously determined for
each taxable year affected by a carryback must be deter
mined on the basis of the items reflected in the com
putation of the tax previously determined. Accordingly,
items must be taken into account only to the extent that
they were reported in the return or were reflected in
amounts assessed (or collected without assessment) as
deficiencies or in amounts which were abated, credited,
refunded or otherwise repaid prior to the date of filing
this form. Unless otherwise provided, deductions which
are limited by taxable income are to be recomputed on
the basis of taxable income as affected by the net
operating loss carryback. Also, credits based on
or limited by the tax must be recomputed on the basis
of the tax liability after application of the carryback. In

In general, the tax previously determined will be the
tax shown on the return increased by any amounts as
sessed (or collected without assessment) as deficiencies
prior to the date of filing this form and decreased by any
rebates, credits, or refunds allowed or made prior to
such date.

Line 6(b).—An amount assessed as a deficiency (or
as interest or penalty) is considered to be required to be
paid prior to the date of filing this form if the 10th day
after notice and demand for its payment occurs prior
to such date.
Line 6(e).—Enter the amount of tax paid or required
to be paid prior to the date of filing this form. Any de
linquent installment is to be considered an amount re
quired to be paid prior to the date of filing this form. An
amount of tax the time for payment of which has been
extended under section 6161 of the Code is not to be
considered required to be paid prior to the end of such
extension.

s.
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Form 1139

1139

Form
(Rev. Dec. 1970)
Department of the Treasury
Internal Revenue Service

Corporation Application for Tentative Refund from Carryback of Net Operating Loss,
Net Capital Loss and Unused Investment Credit
File this Application Separately from Your Income Tax Return to Insure Prompt Action
Employer Identification Number

Name

1. Enter the taxable year and amount of net
operating loss, net capital loss and un*
used investment credit carryback.

Number and street

Year ended...................................

Net operating loss $..............................
City or town, State, and ZIP code

Net capital loss $..............................
Unused investment credit $

2. Date the return was filed for year of net operating loss, net capital loss and
unused investment credit

3. Was a consolidated return filed for the year specified in item 1?
Yes □

................................................................................

4.

No□.

If “Yes,” enter the employer identification number shown

on such return if different than above

Office where filed ►

(c) Amount of any
unpaid income taxes

(a) Preceding taxable year ended
(years affected by carryback)

(b) Office where return filed

(d) Amount of any other
unpaid taxes (specify)

(Exclude amounts for which an extension of time
for payment under section 6164 is in effect)

(e) Unpaid tax for which
extension for payment
under section 6164 is
in effect

(f) Was a con
solidated
return filed?

No

Yes

3d

2d

1st

5. If Form 1138 (Extension of Time for Payment of Taxes by Corporation Expecting a Net Operating Loss Carryback) has been filed, was an extension

of time granted for filing the return for the year of the net operating loss?............................................................................................................. Yes □

6. If you changed your accounting period, give date permission to change
was granted

7. Date of incorporation

8. If this is an application of a dissolved
corporation, give date of dissolution

9. Have you filed a petition in Tax Court for the year or years to which the loss is to be applied?......................................................................... Yes □
2d preceding tax year ended

3d preceding tax year ended

Computation
of Decrease
in Tax

No □

Give date Form 1138 was filed

If ‘‘Yes," give date to which extension was granted

(a) Liability as last
determined

(b) Liability after
carryback

(c) Liability as last
determined

(d) Liability after
carryback

No □

1st preceding tax year ended

(e)'Liability as last
determined

(f) Liability after
carryback

1. Taxable income before deduct

ing lines 2 and 4.........................

2. Capital loss carryback (see in
struction E for limitation) .

.

3. Line 1 less line 2.........................
4. Net operating loss deduction re*
suiting from carryback .

.

.

.

.

6. Tax on line 5 (see instr. C) .

.

5. Line 3 less line 4 .

.

7. Alternative tax (see instr. C)

.

8. Income tax (line 6 or line 7,
whichever is lesser) ....
9. Foreign tax credit.........................
10. Line 8 less line 9.........................

11. Investment credit (see instr. F) .
12. Line 10 less line 11 .

.

.

.

13. Personal holding company tax

(Schedule 1120 PH) ...

.

14. Tax from recomputing prior year

investment credit.........................
15. Minimum tax..............................

16. Total of lines 12, 13, 14, and
15.................................................

17. Enter amounts from line 16, col
umns (b), (d), and (f) .

.

.

18. Decrease in tax (line 16 less
line 17)...........................................

Under penalties of perjury, I declare that I have examined this application, including any accompanying schedules and statements, and to
the best of my knowledge and belief it is true, correct, and complete.
CORPORATE
SEAL

Date

............

............

Signature of officer

Title
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Form 1139
Instructions
A. Who May File an Application.—An application for a tentative carryback adjust
ment may be filed on this form by any cor
poration that desires a quick refund of taxes
which are affected by the carryback of a net
operating loss, net capital loss or an un
used investment credit, or all three (section
6411). This does not apply to a “Small Busi
ness Corporation" that elects the tax treat
ment provided by subchapter S.
B. Time and Place for Filing.—This form
must be filed with the Internal Revenue of
fice where the corporation is required to file
its income tax return. It must be filed within
1 year after the year in which the net op
erating loss, net capital loss or unused in
vestment credit arose, but only after the re
turn for such year is filed.
If a net operating loss carryback or net
capital loss carryback from a subsequent
year eliminates or reduces the investment
credit in a prior year, the unused credit which
arises may be carried back 3 years and a
quick refund may be obtained for the taxes
affected. Since the unused investment credit
created by the net operating loss or capital
loss carryback affects the taxes of a year
or years prior to the 3 years preceding the
loss year, a second Form 1139 must be used
for such prior year(s). In such case, the
second application must also be filed within
1 year after the year in which the net
operating loss or net capital loss arose, but
only after the return for such year is filed.
To expedite processing, both Forms 1139
should be filed together.

Do not attach Form 1139 to your income
tax return.

A corporation that has filed Form 1138
and wishes a further extension of time for
payment must file Form 1139 on or before
the last day of the month in which falls
the last date prescribed (including any ex
tension of time granted) for filing the re
turn for the taxable year of the net operating
loss from which the carryback results.
C. Recomputation of Tax Liability.—To ar
rive at the decrease in tax previously de
termined, recompute such tax after taking
the carryback(s) into account.

Form 1120 and Schedule D (Form 1120)
and instructions for the applicable year will
be helpful in making this recomputation. At
tach a detailed computation of the new tax
liability shown on line 6 and, if applicable,
the alternative tax liability shown on line 7.
Where applicable, the computation must
take into account (1) sections 1561 through
1564, (2) any tax surcharge for taxable
years beginning before July 1, 1970, and
ending after December 31, 1967, and (3)
changes in the alternative tax rates for tax
able years ending after December 31, 1969.
A net capital loss carryback will affect the
net long-term capital gain of a prior year
and also the alternative tax computation
that took the capital gain into account.

The personal holding company tax on line
13 must include any tax surcharge applica
ble to the taxable year.

A corporation will also be required to
recompute its minimum tax for a prior year
ending after December 31, 1969, in which
it had items of tax preference, if a net op
erating loss, net capital loss or unused in
vestment credit was carried back to such
year. If such is the case, attach a recom
putation of the minimum tax for the prior
year. Form 4626 (or an attachment following
the same format) for the applicable year
should be used.

The quick refund is limited to the tax de
crease that results from the carryback of the
net operating loss, net capital loss or unused
investment credit, or all three, and their
effect upon any items taken into account in
computing the tax previously determined.
The decrease must be determined on the
basis of the items reflected in the computa
tion of the tax as previously determined.
Accordingly, items must be taken into ac
count only to the extent that they were re
ported in the return or were reflected in
amounts assessed (or collected without as
sessment) as deficiencies or in amounts that
were abated, credited, refunded or other
wise repaid, prior to the date of filing this
application.
Unless otherwise provided by the Internal
Revenue Code, deductions that are limited
by taxable income are to be recomputed on
the basis of taxable income as affected by
the net operating loss carryback or net
capital loss carryback, and the amount of
taxable income shown on line 1, column (b),
(d) or (f) must reflect such recomputation.
Attach a schedule showing the recomputa
tion. Also, credits based on or limited by
the tax must be recomputed on the basis
of the tax liability after application of the
carrybacks.
In general, the tax previously determined
will be the tax shown on the return as filed,
increased by any amounts assessed (or col
lected without assessment) as deficiencies
prior to the date of filing this application and
decreased by any amounts abated, credited,
refunded or otherwise repaid prior to such
date.

In computing the tax previously deter
mined, the detailed computation of the tax
shown on the return as filed does not have
to be shown in this application.
D. Computation of Net Operating Loss
Deduction.—The steps to be used in com
puting the net operating loss deduction are
outlined in Form 1120 instructions for the
applicable taxable year. All adjustments re
quired to compute a net operating loss that
may be carried back to any year must be
shown on a separate schedule. The net op
erating loss deduction is allowed under sec
tion 172 of the Code.

E. Capital Loss Carryback.—Net capital
losses sustained in taxable years beginning
after 1969 may be carried back 3 years as a
U.S. GOVERNMENT PRINTING OFFICE:1971-O-409-752
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short-term capital loss. The net capital loss
may be carried back only to the extent it
does not increase or produce a net operating
loss in the taxable year to which it is being
carried. For special rules on capital loss
carrybacks, see section 1212(a)(4) of the
Code.
F. Carryback
of
Unused
investment
Credit.—If a tentative carryback adjustment
is claimed for taxes affected by the carry
back of an unused investment credit, attach
(1) a detailed schedule showing the compu
tation of the investment credit carryback and
(2) a recomputation of the investment credit
after application of the carryback. The re
computation should be made on Form 3468
(or on an attachment which follows the for
mat of such form) for the year for which the
tentative allowance is claimed.
If the refund results solely from the carry
back of an unused investment credit, lines 1
through 7 may be omitted in the computa
tion of decrease in tax.

G. Allowance of Adjustment.—The Inter
nal Revenue Service will act on this applica
tion within a period of 90 days from which
ever of the following two dates is the later:
(1) The date the application is filed; or
(2) The last day of the month in which
falls the last date prescribed (including any
extension of time granted) for filing the re
turn for the taxable year of the net operating
loss, net capital loss or unused investment
credit from which the carryback results.

H. Disallowance of Application.—Any ap
plication which contains material omissions
or computation errors which the Internal
Revenue Service deems cannot be corrected
within the 90-day period specified in instruc
tion G may be disallowed. This application
for a tentative carryback adjustment does
not constitute a claim for credit or refund. If
this application is disallowed in whole or in
part, no suit based thereon may be main
tained in any court for the recovery of any
tax. The corporation may, however, file a
regular claim for credit or refund on Form
843 or Form 1120X (corporation amended
return) at any time before the expiration of
the statute of limitations.
I. Assessment of Erroneous Allowances.
—Any amount applied, credited, or refunded
on the basis of this application which is
later determined by the Internal Revenue
Service to be excessive may be assessed as
a deficiency as if it were due to a mathe
matical error appearing on the return (sec
tion 6213(b)).

J. Unpaid Tax.—Question 4, Columns (c)
and (d).—If the amount of any tax (exclud
ing any amount for which an extension of
time for payment under section 6164 is in
effect) for any taxable year specified in col
umn (a) of question 4 is unpaid (including
any installment not yet due) at the date of
filing the application, enter the unpaid
amount of such tax in the appropriate
column.

Form 2119

Sale or Exchange of Personal Residence

Form 2119
(Rev. Oct 1971)
Department of the Treasury
Internal Revenue Service

► Attach to Form 1040.

Note: Do not include expenses which are deductible as moving expenses on Form 3903.
Your Social Security Number

Name(s) as shown on Form 1040

Yes

1. Date former residence sold
f.
2a. Date new residence bought

b. If new residence was constructed for you, date construction began

No

If you were married, do you and your wife (husband)
have the same proportionate ownership interest in your
new residence as you had in your old residence?
(If “No," see the Consent on other side.)

3a. Were you 65 or older on date of sale?
* (If you answered “Yes," see Note below.)

c. Date you occupied new residence

d. Were both the old and new properties used as your prin
cipal residence?

Yes

No

e. Were any rooms in either residence rented or used for
business purposes at any time?
(If “Yes,” explain on separate sheet and attach.)

b. If you answered “Yes” to 3a, did you use the property
sold as your principal residence for a total of at least 5
years (except for short temporary absences) during the
8-year period preceding the sale?
c. if you answered “Yes" to 3b, do you wish to elect to
exclude gain on the sale from your gross income?

Computation of Gain and Adjusted Sale Price
4. Selling price of residence (do not include selling price of personal property items)........................................................................

5. Less: Commissions and other expenses of sale (from Schedule I on other side)

..............................................................................

6. Amount realized................................................................. ..............................................................................................................................................

7. Less: Basis of residence sold (from Schedule II on other side)

.

................................................................. .......................................

8. Gain on sale (line 6 less line 7). If line 7 is more than line 6, there is no gain; and no further entries should be made
on this form

.

........................................................................................... ....................................................................................................................

9. Fixing-up expenses (from Schedule III on other side)..................................................................................................................................
10.

Adjusted sales price (line 6 less line 9).........................................................................................................................................................

If you answered “No" to question 3a or 3c, complete only lines 11 through 14.
If you answered "Yes" to question 3c, complete lines 15 through 17, or 15 through 20, whichever is applicable.

Computation of Gain to be Reported and Adjusted Basis of New Residence—General Rule
11. Cost of new residence...................................................................................................................................................................................................

12. Gain taxable this year (line 10 less line 11, but not more than line 8). If line 11 is more than line 10, enter zero. Enter
here and in column f, line 1, or line 6, Schedule D (Form 1040), whichever is applicable...........................................................
13. Gain on which tax to be deferred (line 8 less line 12)..................................................................................................................................

14. Adjusted basis of new residence (line 11 less line 13)............................................................................................................................

Computation of Exclusion, Gain to be Reported and Adjusted Basis of New Residence—Special Rule
(For use of taxpayers 65 years of age or over who checked ‘‘Yes" In 3(c) above.)
15. If line 10 above is $20,000 or less, the entire gain shown on line 8 is excludable from gross income. If line 10 is over

$20,000, determine the portion of the gain excludable as follows:
a. Divide amount on line 10 into $20,000
........................................................................................................
b. Portion of gain excludable (multiply amount on line 8 by figure on line 15a) enter result here...................................................................................
16. Portion of gain not excludable (line 8 less line 15b)....................................... ................................................................................................................................

17. Cost of new residence. If a new personal residence was not purchased, enter “None,” and do not complete the following
lines. The amount shown on line 16 should then be entered in column f, line 6, Schedule D (Form 1040).......................... .....................................
18. Gain taxable this year (line 10 less lines 15b and 17, but not more than line 16). If line 17 plus line 15b is more than

line 10, enter zero. Enter here and in column f, line 6, Schedule D (Form 1040).............................................................................................................
19. Gain on which tax to be deferred (line 16 less line 18).................................................................................................................................................................

20. Adjusted basis of new residence (line 17 less line 19)........................................................................................................................... .....................................

Note: Special provision available if you were 65 or older on the
date of the sale or exchange of your principal residence. If you
met the age requirement and owned and used the residence
disposed of as your principal residence for a total of 5 years
out of the 8 years preceding the sale, you may elect to exclude
c48—16—81700-1

part or all of the gain from such sale. If a joint return is filed
only the husband or wife need meet the age requirement. You
are only eligible for the exclusion once. This is true regardless
of your marital status at the time the election is made.
Form 2119 (Rev. 10-71)
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Form 2119
Page 2

Form 2119 (Rev. 10-71)

Consent of Husband and Wife to Apply Separate Gain
on Sale of Old Residence to Basis of New Residence
Note: The following Consent need not be completed if there was no gain on the sale of the old residence. If, however, there was a
gain, and if the ownership interests of the husband and wife in the old and new residences were not in the same proportion, the
separate gain on the sale of the old residence will be separately taxable to the husband or wife unless this Consent is filed.
Husband’s portion

Wife's portion

Adjusted sales price of old residence (from line 10)...............................................................

$

$

Cost of new residence (from line 11 or 17)...........................................................................

$

$

The undersigned taxpayers, husband and wife, consent to have the basis of the joint or separate interest in the new residence
reduced by the amount of the joint or separate gain on the sale of the old residence which is not taxable solely by reason of the
filing of this Consent.
Signature of husband

Date

Signature of wife

Date

SCHEDULE I—Commissions and Other Expenses of Sale (Line 5)
This includes sales commissions, advertising expenses, attorney and legal fees, etc., incurred to effect the sale of the old resi
dence. Enter the name and address of the payee and the date of payment for each item.
Item explanation

Amount

$

SCHEDULE II—Basis of Old Residence (Line 7)
This includes the original cost of the property to the taxpayer, commissions, and other expenses incurred in its purchase, the
cost of improvements, etc., less the total of the depreciation allowed or allowable (if any), all casualty losses previously allowed
(if any), and the nontaxable gain (If any) on the sale or exchange of a previous personal residence.
Item explanation

Amount

$

SCHEDULE III—Fixing-up Expanses (Line 9)
These are decorating and repair expenses which were incurred solely to assist in the sale of the old property, and which are not
ordinarily deductible in computing taxable income nor taken into account in computing the basis of the old residence or the amount
realized from its sale. Fixing-up expenses must have been incurred for work performed within 90 days before the contract to sell
was signed, and must have been paid for not later than 30 days after the sale.
Date work
performed

Item explanation

U.S. GOVERNMENT PRINTlNG OFFICE:1971 -
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Date paid

Amount

Form 2120

2120

Form
(Rev. Aug. 1970)

Department of the Treasury—Internal Revenue Service

For instructions
see other side.

Multiple Support Declaration
During the calendar year 19........... , I contributed more than 10 percent
toward the support of........................................................................................... , for
(Name of individual)

whom I would have been entitled to claim a dependency exemption but for the
fact that I did not contribute more than 50 percent of his (her) support.
I understand that he (she) is being claimed as a dependent on the income

tax return of..................................................................................................................
(Name)

................................................................................................................................ . and
(Address)

I declare that I will not claim his (her) exemption on my Federal income tax
return for any taxable year beginning in such calendar year.
(Social security number)

(Signature)

(Date)

(Address)

(reverse)
Instructions
in cases where two or more persons together con
tribute more than 50 percent of the support of an in
dividual for a calendar year and each could claim the
individual as a dependent except for the fact that he
did not contribute more than 50 percent of the support,
the law permits one of the contributors to claim the
individual as a dependent provided:

(1) the taxpayer claiming the individual as a depend
ent contributed over 10 percent of the support,
and

(2) each person other than the taxpayer who con
tributed over 10 percent of the support of the
individual agrees not to claim the individual as

a dependent for any taxable year beginning in
that calendar year.
One of these declarations is to be executed by each
person (other than the taxpayer claiming the dependent)
who is a member of a contributing group and who con
tributed more than 10 percent of the support of the
dependent. The declarations must be filed with the re
turn of the taxpayer claiming the deduction.

The taxpayer claiming the exemption should be pre
pared to furnish other information, if required to do so
by the Internal Revenue Service, which will substantiate
his right to claim such exemption.

☆ U.S. GOVERNMENT PRINTING OFFICE:1970—O-370-102 58 0709359
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Form 2438
Regulated Investment Company
Undistributed Capital Gains Tax Return

Form 2438
Department of the Treasury
Internal Revenue Service

1971

For Calendar Year 1971
or other taxable year beginning ...„...................... . .......... ......................................................................... 1971,
and ending ............... . .......... .................. ....................................................... . 19........
Please Type or Print

File a copy of this
form and Copy A of
Forms 2439 with
Form 1120

Name

| Employer identification number

Number and street

City or town, State and ZIP code
b. Date
acquired
(mo., day, yr.)

a. Kind of property and description (Example,
100 shares of Z Company)

c. Date sold
(mo., day, yr.)

d. Gross sales price

e. Cost or other basis
and expense of sale

f. Gain or loss
(d less e)

Short-Term Capital Gains and Losses—Assets Held 6 Months or Less
............................ ......I.........................

1.

i

........................................ . ............ . ......................... . .........

2. Unused capital loss carryover from 5 preceding taxable years (attach statement)...........................
3. Net short-term capital gain or loss. (Total of column f)....................................................................................................................................
Long-Term Capital Gains and Losses—Assets Held More Than 6 Months

4. Enter section 1231 gain from line 4(a)(1), of Form 4797 (Supplemental Schedule of Gains and Losses)...........................
5.
_________________
_________________________________________

6.

Net long-term capital gain or loss. (Total of column f)..............................................................................................................................|

............................................................................. ........
7. (a) Enter the amount from line 3 above if a net short-term capital loss
(b) Enter capital gains dividends for the taxable year (see instruction H)........................................ _______________________

8. Excess

of long-term capital gains over short-term capital losses which is subject to treatment as undistributed capital

gains (line 6 less line 7)

9. Amount

.........................................................................................................................................................................................

of line 8 designated as undistributed capital gain under the provisions of section 852(b)(3)(D) of the Internal

Revenue Code

...................................................................................................................................................................................................................

10. Capital gains tax (30% of line 9—see instruction I). See instruction C for depositary method of payment...........................
Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to the best of my knowledge and
belief it is true, correct, and complete. If prepared by a person other than the taxpayer, his declaration is based on all information of which he has any knowledge.

The Internal Rev
enue Service does
not require a
seal
on this
form, but if one
is used, please
place it here.
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Date

Signature of officer

'Title'

Date

Signature of individual or firm preparing the return

Address

Form 2438
Instructions
A. Who Must File.—This return must be tiled by every
Regulated Investment Company for a taxable year in which it
designates "undistributed capital gain” for special treatment
under the provisions of section 852(b)(3)(D) of the Internal
Revenue Code.
B. Time for Filing.—This return must be filed on or before
the 30th day after the close of the company's taxable year.
C. Depositary Method of Payment of Tax.—The tax shown
to be due on this return must be deposited on or before the
30th day after the close of the company's taxable year.

All corporations must deposit their income tax payments
with an authorized commercial bank depositary or Federal
Reserve bank. All deposits must be accompanied by Form
503 (Federal Tax Deposit, Corporation Income Taxes). Please
enter the serial number of Form 503 on your remittance. Do
not remit directly to Internal Revenue Service.
Timeliness of deposits will be determined by the date the
deposit was received by the commercial bank depositary or
Federal Reserve bank. However, a deposit received after the
due date will be considered timely if the corporation estab
lishes that it was mailed on or before the second day before
the prescribed due date.

Corporations needing Forms 503 may obtain them from
the Internal Revenue Service office where they will file their
returns. The application should include the corporation’s
name, identification number, address, and the taxable year to
which the deposits relate.
D. Penalty for Failure to Pay Tax.—Section 6651 imposes
a penalty for failure to pay tax (other than estimated income
tax) when due. The penalty is a half percent a month, or frac
tion of a month, up to 25%, on the net amount due and is in
addition to the 6% per year interest charge imposed on un
paid tax. The penalty does not apply if the failure is due to
reasonable cause. An authorized extension of time to file a
return will be considered reasonable cause for failure to pay
the tax on time.

E. Where to File.—This return must be filed with the
Internal Revenue Service office where the company's income
tax return is to be filed for the taxable year.
F. Form 2439.—Form 2439 (Notice to Shareholder of
Undistributed Long-Term Capital Gains) must be prepared by
the company for each shareholder who is a shareholder at
the close of the company's taxable year. Copies A of such
form and a copy of Form 2438 must be filed with Form 1120.
Copies B and C of Form 2439 are to be distributed to the
shareholders on or before the 45th day after the close of the
company's taxable year. The total of the amounts shown on
Form 2439 as undistributed capital gains and the tax paid
thereon should correspond with the amounts shown on the
respective lines 9 and 10 on the face of this return.
G. Form 1120.—Attach a copy of this return (Form 2438)
and copies A of Form 2439 to your Form 1120. This return
will take the place of Schedule D (Form 1120) for reporting
capital gains and losses.
If the company had gains or losses from the sale or ex
change of property (other than capital assets) including in
voluntary conversions, complete Form 4797 (Supplemental
Schedule of Gains and Losses) and attach to the Form 1120
being filed. Any gain shown on line 4(a)(1) of Form 4797 must
be carried over to line 4 of Form 2438.
Report on the appropriate lines on Form 1120 any net
short-term capital gain shown on line 3 and any part of the
amount shown on line 8 which is not included in line 9.
H. Deduction for Dividends Paid.—The deduction for
dividends paid shall, in the case of a taxable year beginning
before January 1, 1975, first be made from the amount sub
ject to the tax in accordance with section 1201(a)(1)(B), to
the extent thereof, and then from the amount subject to tax
in accordance with section 1201(a)(1)(A). (See section
852(b)(3)(C).)
I. Capital Gains Tax.—The capital gains tax for regulated
investment companies is 30%. (However, the 25% rate still
applies in certain situations—see section 1201(d).)

* US. GOVERNMENT PRINTING OFFICE: 1971—O-418-101 36-2249473
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Form 2553
2553

Form
(Rev. Oct 1968)
U.S. Treasury Department
Internal Revenue Service

Election by Small Business Corporation
(As to taxable status under subchapter S of the Internal Revenue Code)

NOTE.—This election under section 1372(a) (with the consent of all your stockholders) to be treated as a “small business corporation” for income tax purposes may be
made only if the corporation is a domestic corporation which meets all five of the requirements stated in instruction A on the reverse.

Employer identification number

Name of corporation

Principal business activity (see instr. E)

Number and street

Election is to be effective for the taxable year
beginning (Mo., day, year)

City or town. State and ZIP code

Number of shares issued and outstanding

Is the corporation the outgrowth or continuation of any form of predecessor? □ Yes

□ No. If "Yes,” state name of

Date and place of incorporation

predecessor, type of organization, and period during which it was in existence................................................................. ...............
If this election is effective for the first taxable year the corporation is in existence, submit the following information:
Date corporation began doing business
Annual return will be filed for
Date corporation first had assets
taxable year ending (Month)

Date corporation first had shareholders

Stock
Name and address (including ZIP code) of each shareholder

Date(s) acquired
(see instr. D)

No. of shares

1

...............................................................................................

2

...........................................................................................................

3

.................................................................................................................

4

....................................................................................................................

5

.....................................................................................................

6

...............................................................................................................

7

.................................................................................................................

Social Security
Number

Internal Revenue office where
individual return is filed

8.........................................................................................................................

9

.....................................................................................................................

10 ........................................................................................................................

NOTE.—For this election to be valid, the consent of each stockholder must accompany this form or be shown below. See instruction D.

Under penalties of perjury, I declare that this election is duly authorized, and that the statements made are to the best of my knowledge and belief true, correct,
and complete statements.
Signature and
Date
Title of Officer
Shareholders* statement of consent (May be used in lieu of attachments—see instruction D)
We the undersigned shareholders consent to the election of the above corporation to be treated as a small business corporation under
section 1372(a) of the Internal Revenue Code.

Signature of shareholders and date

1

6

2

7

3

8

4

9

5

10
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Form 2553
PURPOSE

The purpose of this election is to permit the undistributed taxable income of a ‘‘small business corporation" to be taxed to the
shareholders rather than the corporation. The term "undistributed taxable income" means taxable income (as computed under section
1373(d) of the Internal Revenue Code) minus the sum of (1) the tax imposed by section 1378(a) (relating to the tax on certain capital
gains) and (2) the amount of money distributed as dividends out of earnings and profits of the taxable year.
INSTRUCTIONS
A. Corporations eligible to elect.—The election may be made
only if the corporation is a domestic corporation which meets all
five of the following requirements:
(1) It has no more than 10 shareholders; however, if stock is
held by a husband and wife as joint tenants, tenants by the
entirety, or tenants in common, or is community property (or the
income from which is community income), it shall be treated as
owned by one shareholder.
(2) It has only individuals or estates as shareholders.
(3) It has no shareholder who is a nonresident alien.
(4) It has only one class of stock.
(5) It is not a member of an affiliated group of corporations
(as defined in section 1504 of the Code); however, a corporation
shall not be considered a member of an affiliated group during
any taxable year by reason of stock owned in another corporation
if such other corporation has not begun business before the close
of the taxable year and does not have taxable income for the
period included in such taxable year.
B. Valid election.—This election shall be valid only if all per
sons who are shareholders of the corporation on the first day of
the corporation’s taxable year or on the day of election, whichever
is later, consent to such election.
C. Time of making election.—This form must be completed
and filed for any taxable year during (a) the first month of such
taxable year, or (b) the month preceding such first month. The
election shall be effective for the taxable year for which it is made
and for all succeeding taxable years unless it is terminated under
section 1372(e).
D. Shareholders' statement of consent.—(1) At the option of
shareholders on the date of the election, their signatures may be
entered on the consent shown in the lower portion of the election
form (2553) filed by the corporation, in place of preparing and
attaching the consents described in (2) below. See (2) for instruc
tions regarding who must sign. Spaces on Form 2553 relating to
dates the shareholders' stock was acquired need be filled in only
for those shareholders using the consent shown on the face.
(2) In general.—The consent to the election of the corpora
tion by all shareholders at the date of election (which may be
incorporated in one statement) shall be attached to this form
unless otherwise shown on the face. In addition to an affirmative
statement that the shareholder consents to the corporate election,
the attached statement shall set forth the name and address of
the corporation and of the shareholder, the number of shares of
stock owned by the shareholder, and the date(s) on which such
stock was acquired. The consent must be signed by both the
husband and wife if they have a community interest in the stock
or the income therefrom, and by each tenant in common, each
joint tenant, and each tenant by the entirety. The consent of a
minor shall be made by the minor or by his legal guardian, or his
natural guardian if no legal guardian has been appointed (even
in the case of stock held by a custodian for a minor under a statute
patterned after the Uniform Gifts to Minors Act). The consent of
an estate shall be made by the executor or administrator thereof.
If the election is made before the first day of the corporation's
taxable year, the consent of persons who became shareholders
after the date of the election and on or before such first day shall
be filed with the Internal Revenue office where this election was
filed as soon as practicable after such first day but in no event
later than the last day prescribed for filing the election, and a copy
shall also be filed with Form 1120S.
(3) New shareholders.—If a person becomes a shareholder
after the first day of the taxable year for which the election is
effective, or after the day on which the election is made (if such

day is later than the first day of the taxable year), the consent of
such shareholder shall be made in a statement filed (with the
Internal Revenue office where the election was filed) within the
period of 30 days beginning with the day on which such person
becomes a new shareholder, and a copy shall also be filed with
Form 1120S. If the new shareholder is an estate, the 30-day
period shall not begin until the executor or administrator has
qualified under local law to perform his duties, but in no event
shall such period begin later than 30 days following the close of
the corporation’s taxable year in which the estate became a share
holder. In addition to an affirmative statement that the shareholder
consents to the corporate election, the statement of consent shall
set forth the name and address of the corporation and of such new
shareholder, the number of shares of stock owned by such share
holder, the date on which such shares were acquired, and the
name and address of each person from whom such shares were
acquired. NOTE.—Failure of a new shareholder to consent to the
election within this required period terminates the election, and
the corporation must so notify the Internal Revenue office where
this form was filed.
(4) Extension of time.—If an election would be valid except
for the failure of a shareholder to file a timely consent, application
for an extension of time to file a shareholder’s consent may be
made to the Internal Revenue office where this election was filed.
See Section 1.1372-3(c), Income Tax Regulations, for the re
quirements and procedures to be followed in applying for such an
extension.

E. Principal business activity.—In reporting the principal
business activity give the one business activity that accounts for
the largest percentage of “total receipts.” “Total receipts” means
gross sales and/or gross receipts, plus all other income. State
the broad field of business activity as well as the specific product
or service, such as "Mining copper," "Manufacturing cotton
broad woven fabric,” "Wholesale food,” or “Retail apparel.”
F. Where to file.—This election is to be filed with the Internal
Revenue office where the corporation will file Form 1120S, U.S.
Small Business Corporation Income Tax Return. See instructions
for Form 1120S.
G. Signature.—This form must be signed either by the presi
dent, vice president, treasurer, assistant treasurer, chief account
ing officer, or other corporate officer (such as tax officer) who is
authorized to sign.
H. Election after termination.—If a corporate election has
been terminated under section 1372(e), see section 1372(f) of
the Code and Section 1.1372-5, Income Tax Regulations, for the
restrictions on eligibility to make a new election.
I. Annual return.—The corporation must file Form 1120S
annually and attach thereto a copy of each shareholder's consent
which was filed subsequently to this Form 2553.

J. Investment credit property.—Section 47 of the Internal
Revenue Code and the regulations thereunder provide that section
38property (relating to the qualified investment in certain depre
ciable property which was the basis for a credit against tax) ceases
to be section 38 property when a corporation makes a valid
election under section 1372 to be an electing small business
corporation, and the tax recomputation provisions of section 47
will apply.
Such corporations and their shareholders may, however,
execute the agreement specified in Section 1.47-4(b)(2) of the
regulations so that the recapture provisions of Section 1.47-1 (a)
will not apply to such section 38 property. Refer to section 47 of
the Internal Revenue Code and the regulations thereunder.
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Form 2950

2950

Statement of Pension and Profit-Sharing
Plans to which Contributions are Made

Form
(Rev. Jan. 1972)

Department of the Treasury
internal Revenue Service

Name of employer as shown on tax return

Employer identification number

Taxable year ended

Plan Identification
(If more than ten plans are involved, attach a separate listing showing the following information for each plan.)

(Annual return, Form 4848, must be filed covering all plans and their related funds or group of funds.
See instructions for Form 4848 relating to identifying names and numbers for plans and funds.)

1 Name of plan

2 Serial
number
of plan
(see Inst.)

3 Type of plan
(check applicable column)

(a) Pension

(b) Profitsharing

A
B
C
D
E
F
Q
H
1
J

4 Name and address of fiduciary
A

B

C

D

E

F

G

H

1

J

30-102/3

5 Name of fund or
fiduciary account

6

Fund identification
number

Form 2950

Instructions
A. Who Must File.—Every employer claiming a de
duction for the taxable year for contributions made on
behalf of his employees, and organizations exempt from
tax under section 501(a) making a contribution to:
(1) qualified pension (including annuity) or profitsharing (including stock bonus or bond purchase)
plans; or (2) nonqualified deferred compensation plans
which are funded through a trust or by the purchase of
life insurance and annuity contracts from an insurance
carrier.

For exceptions to filing requirements for religious
organizations, etc., see section 6033(a)(2). Employers
who file Form 990 as a group return may also file Form
2950 for the group.
Only one Form 2950 is required to be filed to iden
tify all plans adopted by the same employer.
B. Employer Name and Identification Number.—

The name and employer identification number must
agree with the name and employer identification num
ber shown on the tax return or other applicable return,
e.g., Form 990, filed by the employer.
C. When to File.—This form is to be completed and

attached to the tax return or other applicable return,
e.g., Form 990, required to be filed. In the case of a
tax-exempt organization required to file Forms 990
and 990-T, Form 2950 is to be attached to Form 990
only.
D. Plan Identification.—To assure the correct iden
tification of your plans, as well as the related trusts or
funds and their fiduciaries, care must be taken to pro
vide valid numbers and names for each of these enti
ties. They are cross referenced and correlated in the
master files of the Internal Revenue Service.
Column 1. Name of Plan.—Enter in column 1 the

name of your plan(s).
Column 2. Serial Number of Plan.—In order to dif
ferentiate a given plan from all other plans that you
have adopted, a two-digit serial number should be as
signed by you to each of your adopted plans. This serial
number should begin with "01." Enter in column 2 the
serial number you have assigned to each plan.
In the case of a master, prototype, industry, or area
wide union-negotiated plan design, a plan will generally
have the same name but will have a different employer
identification number and serial number for each em
ployer who adopted or contributes to the plan.
Column 3. Type of Plan.—In column 3 check whether
the plan is a pension or profit-sharing plan. A pension

plan includes an “annuity plan" and a profit-sharing
plan includes a "stock bonus” or “bond purchase”

plan. (See Instructions for Form 4848 for further
definitions of the types of plans.)
Column 4. Name and Address of Fiduciary.—Enter

in column 4 the name and address of the trustee or
other fiduciary. If there is more than one fiduciary, enter
the name and address of the one who is authorized to
sign the Form 990-P return.
Column 5. Name of Fund or Fiduciary Account.—

Enter in column 5 the name of the trust, custodial or
fiduciary account. For this purpose, if you (or a com
mittee or a group representing you) make payments
directly to an insurance carrier without the interven
tion of a trust or custodial account, write "Employer
Fiduciary Account” in column 5 as the name of the
fund or fiduciary account. For tax-exempt organizations
that make payments directly to a fiduciary (plan ad
ministrator or association), who is not the trustee of a
trust described in section 401(a), enter in column 5
the name of the fiduciary as entered in column 4.
Column 6. Fund Identification Number.—Enter in
column 6 the employer identification number of the
trust, custodial or fiduciary account. For this purpose,
if you have entered “Employer Fiduciary Account” in
column 5, do not make any entry in column 6. Every
trust, custodial or fiduciary account must have its own
employer identification number which is linked to the
name of the fund or fiduciary account. Do not use your
separate employer identification number or that of the
fiduciary to identify the fund or fiduciary account. How
ever, for tax-exempt organizations that make payments
directly to a fiduciary (plan administrator or associa
tion), who is not the trustee of a trust described in sec
tion 401(a), enter in column 6 the identifying number
of the fiduciary listed in column 4 as the fund identifi
cation number.

E. Form
Also Required.—Every employer
must also file the information required on Form 4848,
Annual Employer's Return for Employees’ Pension or
Profit-Sharing Plans, with respect to all plans adopted
by such employer and the related funds. Form 4848
is to be filed on or before the latest of the following:
the 15th day of the 5th month following the close of
the employer’s taxable year, the due date of the income
return, including extensions thereof, or August 15,
1972.

Note: Each fiduciary must also file certain infor
mation with respect to all trusts or custodial accounts
for which he is a fiduciary on Form 990-P. The infor
mation contained on this fiduciary return is correlated
by the Service with corresponding data on the Form
4848 filed by employers.

US. GOVERNMENT PRINTING OFFICE:1972—O-418-322
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Form 2952

Information Return with Respect to
Controlled Foreign Corporations

Form 2952
(Rev. Jan. 1969)

(Under Section 6038 of the Internal Revenue Code)

Department of the Treasury
Internal Revenue Service

For Calendar Year 19____
or other taxable year beginning, 19, and ending--------------------------------------------- ------------ -------------- , 19..........

Identifying number (Social se
curity number or employer iden
tification number if other than
individual)

Name of United States person
Address

The following information must be submitted on a separate Form 2952 for each Controlled Foreign Corporation (See instructions).
Amounts must be stated in U.S. dollars and all information must be in the English language.

(b) Employer identification No.,
if any

1.

(a) Name and address of foreign corporation

2.

Name and address of statutory or resident agent in country of incorporation

3.

(a) Name and address of branch or agent in the United States

(b) Identifying number

4. Name and address of custodian of books and records and location of books and records if different from such address

5. Nature of business and principal cities and countries where conducted

Date of incorporation

6.

Information furnished for period—
beginning......... ............ , 19..., ending

19. |

8. Country under whose laws incorporated

(b) Number of shares of each class outstanding—
9. (a) Description of each class of stock

10.

at the beginning of the annual
accounting period

at the end of the annual accounting

The following information must be submitted for each United States person who is a shareholder owning at any time during the
annual accounting period 5 percent or more in value of any class of outstanding stock (If more space is needed attach a supple
mental schedule):
NAME OF SHAREHOLDER

30-106

IDENTIFYING NUMBER

ADDRESS

CLASS OF STOCK

Form 2952
Page 2
11. (a) Current earnings and profits (after reduction for foreign income,
war profits, and excess profits taxes paid or accrued—see
section 964(a) and the regulations thereunder)

(b) Current foreign income, war profits, and excess profits taxes
paid or accrued (exclude amounts withheld on distributions)

$
(d) Other distributions (give source)
(c) Distributions out of current earnings and profits
$
12. ‘Enter a summary showing the total amount of each of the following types of transactions which took place during the annual accounting
period, between the controlled foreign corporation (column (1)) and the persons enumerated in columns (2), (3), (4), and (5).
(2)

(3)

UNITED STATES PERSON
FILING RETURN

ANY CORPORATION CON
TROLLED BY U.S. PERSON
FILING RETURN

(1)

TRANSACTIONS OF CONTROLLED FOREIGN CORPORATION

(4)
10 PERCENT OR MORE U.S.
SHAREHOLDER OF CON
TROLLED FOREIGN COR
PORATION (OTHER THAN
CONTROLLING SHARE
HOLDER)

(5)
10 PERCENT OR MORE U.S.
SHAREHOLDER OF DO
MESTIC CORPORATION
FILING THIS RETURN

(a) Sales of stock in trade (except in the ordinary
course of business where neither party to the
transaction is a U.S. person)

—

(b) Sales of property rights (e.g., patents, trade
marks, secret formulas, etc.)...............................
(c) Compensation received for the rendition of
technical, managerial, engineering, con
struction scientific, or like services...................
(d) Commissions received
(a)

Rents and royalties received

(f) Amounts borrowed (other than open accounts
which arise and are collected in the ordinary
course of business)...............................................
(g) Dividends received...............................................
(h) Interest received.................

(i) Premiums received for insurance or rein
surance

...........................

Total (lines (a) through (i)).........................

(a) Purchases of stock in trade (except in the
ordinary course of business where neither
party to the transaction is a U.S. person)..........
(b) Purchases of tangible property (other than
stock in trade, except where neither party to
the transaction is a U.S. person)........................
(c) Purchases of property rights (e.g., patents,
trademarks, secret formulas, etc.)......................
(d) Compensation paid for the rendition of tech
nical, managerial, engineering, construction,
scientific, or like services.....................................
(e) Commissions paid.................................................
(f) Rents and royalties paid.....................................
(g) Amounts loaned (other than open accounts
which arise and are collected in the ordinary
course of business)...............................................
(h) Dividends paid......................................................
(i) Interest paid..........................................................
Total (lines (a) through (i)).........................

If an entry would be made in the above schedule except for the fact that no compensation was paid, indicate the categories in which
this has occurred.
‘If the United States person is a bank, as described in section 581, or is controlled within the meaning of section 368(c) by a bank, the
term “transactions" shall not, as to a corporation with respect to which a return is filed, include banking transactions entered into on behalf
of customers; in any event, however, deposits in accounts between a foreign corporation controlled by a United States person, and a bank, and
withdrawals from such accounts shall be summarized by reporting end-of-month balances.
13.

The following financial statements for the annual accounting period of the foreign corporation shall be filed with and made a part of
this return: (a) Profit and loss statement for the period; (b) Balance sheet as of the end of the period; (c) Analysis of changes in surplus
accounts (include both opening and closing balance).

14.

Exchange rate used..... ................... . .................................................................................

15.

If this return is filed on behalf of another person
NAME

(If more than one rate is used, attach statement.)

is a joint return complete the following:
ADDRESS

30-107
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Instructions
A. REQUIREMENT OF RETURN.—Every United States person shall
E. PERIOD COVERED BY RETURN.—The information required by
make a separate annual information return on Form 2952 with re
this return shall be furnished for the annual accounting period of the
spect to each annual accounting period beginning after December
foreign corporation ending with or within the United States person's
31, 1962, of each foreign corporation which that person controls for
taxable year.
an uninterrupted period of 30 days or more during such annual
F. TIME AND PLACE FOR FILING RETURN.—Returns on Form 2952
accounting period.
shall be filed with the United States person’s income tax return.
An application for an extension of time for filing a return of income
B. UNITED STATES PERSON.—The term "United States person"
is also considered as an application for an extension of time for
means: (1) a citizen or resident of the United States, (2) a domestic
filing returns on Form 2952.
partnership, (3) a domestic corporation, and (4) any estate or trust
(other than a foreign estate or foreign trust, the income of which from
G. TWO OR MORE PERSONS REQUIRED TO SUBMIT THE SAME
sources without the United States which is not effectively connected
INFORMATION.—If two or more persons are required to furnish
with the conduct of a trade or business within the United States, is
information with respect to the same foreign corporation for the
not includable in gross income under Subtitle A of the Internal Rev
same period, such persons may, in lieu of making separate returns,
enue Code). See Section 1.6038-2(d) of the regulations for excep
jointly make one return. Such joint return shall be filed with the
tion of certain residents of United States possessions.
income tax return of any one of the persons making such joint return.
H. PERSONS EXCEPTED FROM FURNISHING INFORMATION.—
C. CONTROL.—A person shall be deemed to be in control of a for
eign corporation if he owns stock possessing more than 50 percent of
Any person required to furnish information under this section with re
the total combined voting power of all classes of stock entitled to vote,
spect to a foreign corporation need not furnish that information pro
vided all of the following conditions are met:
or more than 50 percent of the total value of shares of ail classes
of stock of the foreign corporation. A person in control of a cor
(1) Such person does not directly own an interest in the foreign
poration which, in turn, owns more than 50 percent of the combined
corporation;
voting power, or of the value, of all classes of stock of another
(2) Such person is required to furnish the information solely by
corporation is also treated as being in control of such other
reason of attribution of stock ownership from a United States person;
corporation.
(3) The person from whom the stock ownership is attributed fur
Example.—Corporation A owns 51 percent of the voting stock in
nishes all of the information required of the person to whom the
Corporation B. Corporation B owns 51 percent of the voting stock
stock ownership is attributed.
in Corporation C. Corporation C in turn owns 51 percent of the
I. STATEMENT REQUIRED.—Any person who is required to file this
voting stock in Corporation D. Corporation D is controlled by
return but does not do so because the information will be furnished
Corporation A.
by another person, must file a statement with his return indicating
D. ATTRIBUTION RULES.—For the purpose of determining control of
that such liability will be satisfied and identify the return with which
domestic or foreign corporations the constructive ownership rules
the information will be filed and the place of filing. The statement
of section 318(a) shall apply, except that:
below may be used for this purpose.
(1) Stock owned by or for a partner or a beneficiary of an estate
J. PENALTIES.—The information required by section 6038 of the
or trust shall not be considered owned by the partnership, estate,
Code
must be furnished even though there are no foreign taxes which
or trust when the effect is to consider a United States person as own
would be reduced. For criminal penalties for failure to file a
ing stock owned by a person who is not a United States person;
return and filing a false or fraudulent return, see sections 7203,
(2) A corporation will not be considered as owning stock owned
7206, and 7207.
by or for a 50 percent or more shareholder when the effect is to
consider a United States person as owning stock owned by a person
K. EFFECT ON TAX CREDIT.—Failure to furnish any information
who is not a United States person; and
required by section 6038 will result in a reduction in the foreign
taxes which are taken into account when figuring the credit under
(3) If 10 percent or more in value of the stock in a corporation is
sections 901, 902, and 960 as provided in detail in paragraph (1)
owned, directly or indirectly, by or for any person, subparagraph
of Section 1.6038-2, Income Tax Regulations.
(C) of section 318(a)(2) shall apply.

STATEMENT IN REGARD TO FILING REQUIREMENT OF FORM 2952
I have not filed Form 2952 because (check applicable box):
□ A joint return has or will be filed,

□ I am excepted from filing and information will
be furnished by the person from whom the stock
ownership is attributable.

The information required to be furnished on
Form 2952 will be filed by:

Person filing this statement
Name

Name

Address

Address

Identifying number

Year

Internal Revenue Service office

U.S. GOVERNMENT PRINTING OFFICE : 1969—O-326-364
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3115

Application for Change in Accounting Method

Form
(Rev. July 1971)
Department Internal
of Treasury
Revenue Service

(See

instructions on page 4)

Name of taxpayer (If joint return is filed, show names of husband and wife)

Identifying Number (See instructions)

Address (Number, street, city or town, State, and ZIP Code)

SECTION A.

H □ Individual
E □ Partnership
C □ Corporation
□ Small bus. corp.
N □ Estate or Trust
E □ Other (Specify)

APPLICABLE TO ALL TAXPAYERS

1. The following change in accounting method is requested (Check and complete appropriate spaces):
(a) □ Overall method of accounting; from ...................... ............................................. to -- -------- -------- ----------- -----------------(b) □ The accounting treatment of (Identify item) ............--------------------------------------------- ------- ----------- -----------------from (Present method)______________ ____ ____________ to (New method)............................................ ......................
2. (a) If a change is requested under 1(b) above, check the present overall method of accounting: □ ACCRUAL □ CASH
RECEIPTS and DISBURSEMENTS □ HYBRID. (If a hybrid method is used, explain treatment of material items
in detail in Section I.)
(b) If a change to the RESERVE METHOD is requested, is it being made under REV. PROC. 64-51? (See specific instruc
tions, page 4.)............................................................................................................................................... □ YES □ NO.
(c) If a change from the OVERALL CASH to the ACCRUAL METHOD is requested, is it being made under REV. PROC.
67-10? (See specific instructions, page 4.)............................................................................................... □ YES □ NO.
(d) If a change in depreciation method is requested, is it being made under REV. PROC. 67-40? (See specific instructions,
page 4.)......................................................................................................................................................... □ YES □ NO.
3. Taxable year of change begins . ................... ................................. ............. - and ends ____ _____ _________________________
(Month)

(Day)

(Year)

(Month)

(Day)

(Year)

4. (a) Nature of business and principal source of income..... .............. ----- ----- ----- -____________________________________
(b) Taxpayer(s) area code and telephone number..................................................... ................................... ...................................
(Area Code)

(Telephone Number)

5. If engaged in business or profession:
(a) Enter your taxable income (or loss)* from operations for tax purposes for the five (5) taxable years preceding the
year of change:
2d preceding
Sd preceding
4th preceding
5th preceding
1st preceding
year ended
year ended
year ended
year ended
year ended
$.............................-

$-.......................

$------------------------

$______ ________

$..............................

• Individuals enter net profit (or loss) from business; partnerships enter ordinary income (or loss).

(b) Enter the amount of net operating loss to be carried over to the year of change, if any................... $.................................
(c) Amount of investment credit carryover to year of change, if any....................................................... $............... ........ ........
(d) Does 5(a) include deductions attributable to any trade or business carried on by an individual which would require a recom
putation of income as provided by section 270 of the Internal Revenue Code ? □ Yes □ No. If “Yes,” explain in Section I.
6. Within the last 10 years, have you changed, or requested permission to change, your overall method of accounting or the
accounting treatment of any item? □ Yes □ No. If “Yes,” explain and also give date permission was granted.
7. Return for year of change will be filed with the Internal Revenue office at.......... —....................... ........ ........................ .................
8. (a) Is taxpayer a corporation which is a member of an affiliated group? □ Yes □ No. If “Yes,” state parent corpora
tion’s name, identifying number, address, taxable year, and office in which return is filed . ....... .........................................
(b) Is the affiliated group filing a consolidated return for the taxable year of change? □ Yes □ No. If “Yes,” do all
other members of the affiliated group employ the method of accounting for which the change is requested? □ Yes
□ No. If “No,’’explain................... ............................ —.......-........................... -............................... ......... ......... -...................

9. Is there an issue involving an overall change in accounting method or a change in the treatment of a material item pending
before a field office of the Service or any Federal court ? □ Yes □ No. If “Yes,” explain in detail----------- ----------------10. State the reasons for requesting the change.

(If more space is needed, attach additional sheets) ______________________

Under penalties of perjury, I declare that I have examined this application, including accompanying schedules and state
ments, and to the best of my knowledge and belief it is true, correct and complete.
Partnership, corporate, estate or trust name

Signature and title

Date
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SECTION B.

CHANGE IN OVERALL METHOD OF ACCOUNTING

1. The following amounts should be stated as of the end of the taxable year preceding the year of change. If none, state “None.”
(Although some of the items listed below may not have been required in the computation of your taxable income due to your
present method of accounting, it is necessary that they be entered here, in order for this form to be complete.)
Indicate by ( ) how treated on last year’s return
Included in income or
Excluded from income or
Amount
deducted as expense
not deducted as expense
(a) Income accrued but not received ....
(b) Income received in advance of date on
which it was earned. State nature of in
come and if discount on installment loans
is involved, also state method of computing
discount. ................... ................................ _

$.................................. .

(c)
(d)
(e)
(f)
(g)

Expenses accrued but not paid............................... ............................
—........ —
-----------Prepaid expenses ....................................................................... ............
............ —
...............
Inventory................................................................ ....................... .........
...............
...............
Reserve for bad debts............................................. .................................
...............
...............
Other (specify) _____________________
________ -......... -......... ...............
...... ........
Net adjustment (only if Rev. Proc. 67-10 is applicable)...................................................................... $.................................
2. Nature of inventory................. ................................................ 3. Method used for valuing inventories.................................... —
4. ATTACH COPIES OF PROFIT AND LOSS STATEMENT (Schedule F, Form 1040, in the case of Farmers) and BALANCE
SHEET, if applicable, as of the close of the taxable year preceding year of change. State accounting method used when
preparing balance sheet. If books of account are not kept, attach copy of the business schedule submitted with your Federal
income tax return or return of income for that period. If amounts in (1) above do not agree with those shown on profit and
loss statement and balance sheet, explain in Section I.
SECTION C.

CHANGE IN METHOD OF REPORTING BAD DEBTS

1. If a change to the RESERVE METHOD is requested and taxpayer has installment sales, are such sales reported on the install
ment method? □ Yes □ No. If “Yes,” indicate whether change relates to □ Installment sales, □ Sales other than
installment sales, or □ Both.
2. If a change to the RESERVE METHOD is requested, submit the following information for the five taxable years preceding
year of change:
2d preceding
3d preceding
4th preceding
1st preceding
5th preceding
year
year
year
year
year
Total sales
Deductions for specific bad debts
charged off 1 2
Recoveries of bad debts deducted in
prior years
Year-end balances:
Trade accounts receivable.
...
Trade notes receivable2
Installment accounts receivable3__
Other receivables (explain in detail
in Section I)...................................
3. If a change to the METHOD OF DEDUCTING SPECIFIC BAD DEBT ITEMS is requested, enter
the amount in reserve for bad debts as at end of year preceding year of change................................. $_____ _________ _____
SECTION D.

CHANGE IN METHOD OF VALUING INVENTORIES

1. Nature of all inventories _......... ......... ............................. ....................................... .................................................. ............................
2. Indicate method and value of all inventories as at the end of the taxable year preceding the year of change under:
(a) Present method........................................................................................................................................ $....................... .............
(b) New method............................................................................................................................................. $........................ ............
Note.—If change is to the retail method of valuing inventories as provided in section 1.471-8 of the Income Tax Regulations or to
discontinue the use of the LIFO inventory method, see instructions.________________________________________________
1 If your return was audited, enter amount allowed as a result of the audit.
2 If loan company, enter only capital portion.
3 Applicable only to receivables attributable to sales reported on installment method. Enter only capital portion of such receivables.
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SECTION E.

CHANGE IN METHOD OF REPORTING INCOME FROM CONTRACTS

1. Are your contracts long-term contracts as defined in section 1.451-3 of the Income Tax Regulations (see instructions) ?
□ Yes
□ No.
2. Method used for reporting short-term contracts.
□ Accrual
□ Other (Explain.)
SECTION F.

CHANGE IN METHOD OF REPORTING INCOME FROM COMMODITY CREDIT LOANS

1. Amount of Commodity Credit loans outstanding as at end of taxable year preceding taxable year
of change.............................................................................................................................................................................................................. $...................

SECTION G.

CHANGE IN OVERALL METHOD OF REPORTING INCOME OF FARMERS
TO CASH RECEIPTS AND DISBURSEMENTS METHOD

1st preceding
year

2d preceding
year

3d preceding
year

4th preceding
year

5th preceding
year

1. Total income from all sources.
2. Sales of livestock held for draft,
breeding, or dairy purposes.........
3. Sales of all other livestock--------4. Sales of other farm products..........
5. Net farm profit (or loss)-----------6. Year-end balances (Do not include
capital items):
Accounts and notes receivable...
Accounts and notes payable...............................................................................................................................................................
7. Livestock in depreciable asset ac
count.............. ............................ ..................................... ................ ........ - -................. -............ ................ ................................... .
Reserve for depreciation on above____________________________________________________________________________
8. Inventory:
Livestock held for sale..... ............................................................ —............................ —................................................ ....................
Crops and other farm products.................. ........ ............. ............ ....................... -...............-....... ---------------------------------------Livestock held for draft, breed
ing, or dairy purposes:
Purchased................. ...................... ............ ............................................................ ....... ............................................ ....................
Total inventory---------------- -------------------- -------------------------- ------------------------------------------------------------------- Method used to value inventory: (check appropriate block)
□ Cost, □ Cost or market, whichever is lower, □ Farm price, □ Unit livestock price, □ Other (Explain in Section I.)
SECTION H.

CHANGE IN METHOD OF ACCOUNTING FOR DEPRECIATION

A taxpayer desiring to change his method of depreciation accounting must complete this section. This information must be sup
plied for each account for which a change is requested. NOTE: Certain changes in methods of depreciation accounting may be
filed with the District Director. See Rev. Proc. 67-40 for the methods covered.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Date of acquisition ___________________ ___ _ ___—---------- ---------------------------------------------Are you the original owner or the first user of the property? □ Yes □ No.
Location of the property. (City and State) --------------------- ------------- --------------------------------------Type or character of the property----------------------------------------------- -------------------------------------Cost or other basis of the property and adjustments thereto (exclude land)............................................... $........... .....................
Depreciation reserve....................................................................................................................................
Estimated salvage value...............................................................................................................................
Estimated remaining useful life of the property.....................................................................................
If the declining balance method is requested, indicate whether 150% or 200% of the straight line rate.
Other information, if any -------------- ---- --------------------------- ----- ----------------------------- ------ ---SECTION I.

CHANGE IN METHOD OF ACCOUNTING NOT LISTED ABOVE (See instructions)
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GENERAL INSTRUCTIONS

This form is for use by those taxpayers requesting a change
in their method of accounting, including the accounting treat
ment of any item. All applicants must complete section A. In
addition, complete the appropriate section (B through I) for
which a change is desired.

Each statement attached to the form should show the name
and address of the applicant.
An application made by an agent in behalf of a taxpayer
should be accompanied by a power of attorney authorizing him
to represent the taxpayer.

Time and Place for Filing

If this form is being used in accordance with Revenue Proced
ures 64-51, 67-10 or 67-40 (see sections B, C, and H below), it
should be filed with your District Director of Internal Revenue
within the first 180 days of the taxable year in which it is desired
to make the change. Taxpayers making changes other than
those covered by these Revenue Procedures must file with the
Commissioner of Internal Revenue, Washington, D.C. 20224,
within the first 180 days of the taxable year in which it is desired
to make the change.
If the application is timely filed and the taxpayer complies

with the provisions of the applicable Revenue Procedure, it
may be assumed that permission to make the change has been
granted. Attach a copy of the application to the income tax
return filed for the taxable year of the change. A taxpayer
filing in accordance with Revenue Procedure 67-10 must attach
a copy of the application, Form 3115, to the income tax return
for each of the succeeding 9 years. Also attach a copy of the
statement showing the computation used in arriving at the
adjustment, and the portion of such adjustment to be taken into
account for that year.

Identifying Number

Individuals.—An individual taxpayer should enter his social
security number in this block. If the application is made on
behalf of a husband and wife who file their income tax return
jointly, enter the social security numbers of both. However,
if an individual is engaged in a trade or business, enter the

employer identification number in lieu of the social security
number.

Other.—An applicant other than an individual should enter
his employer identification number in this block.

Signature

Individuals.—An individual desiring the change should sign
the application. If the application pertains to a husband and
wife, the names of both should appear in the heading and both
should sign.

Partnerships.—The form should be signed with the partner
ship name followed by the signature of one of the partners over
the designation “Member of Partnership.”
Corporations.—This application should show the corporate

name and the signature of the president, vice president, treas
urer, assistant treasurer or chief accounting officer (such as tax
officer) duly authorized to sign, over his official title. A re
ceiver, trustee, or assignee must sign any application he is
required to file on behalf of a corporation.

Fiduciaries.—The application should show the name of the
estate or trust and be signed by the fiduciary, executor, adminis
trator, or other person having legal authority to sign, over his
title.

SPECIFIC INSTRUCTIONS
Section B.—(Item 1(b), page 2)—Include any amounts re
ported as income in a prior year although such income had not
been accrued (earned) or received in the prior year; for exam
ple, discount on installment loans reported as income for the
year in which the loans were made instead of for the year or
years in which the income was received or earned.
(Item 2(c), page 1)—Taxpayers complying with the provi
sions of Rev. Proc. 67-10, C.B. 1967-1, 585, may change their
overall method of accounting from the cash receipts and dis
bursements method to an accrual method for Federal income
tax purposes.
This Revenue Procedure applies only to those taxpayers
whose overall method of accounting is the cash receipts and dis
bursements method. It has no application where other methods
of accounting are also involved such as installment method,
long-term contract method, crop method, or any other special
method of accounting for items of income or expense.
Section C.—(Item 2(b), page 1)—Taxpayers complying with
the provisions of Rev. Proc. 64-51, C.B. 1964-2, 1003, as modi
fied may change their method of accounting for bad debts from
the specific charge-off method to the reserve method in a more
expeditious manner.
This Revenue Procedure does not apply to taxpayers whose
trade receivables include items of unrealized income for Federal
income tax purposes.1
The Bad Debt Reserve shall be determined in the following
manner:1
(1) Add together the net losses on bad debts for 5 years
preceding the taxable year of change.
(2) Divide this total by the sum of the amounts of outstand
ing trade receivables at the close of each of the 5 years.
(3) Multiply the amount of outstanding trade receivables at
the close of the taxable year of change by the resulting
decimal in (2). This amount is the Bad Debt Reserve,
the deduction for which is to be prorated over a period of
10 years.
Section D.—Applicants requesting changes involving the
“Retail” or “LIFO” methods of inventory pricing should read
the following appropriate instructions before completing this
section on the form.

Inventories of retail merchants. The retail method of valu
ing inventories does not contemplate valuation of goods at the
retail selling price. Under this method the retail selling prices
of goods on hand must be reduced to approximate cost by the
adjustments required in section 1.471-8 of the Income Tax
Regulations.
Change from LIFO inventory method. If the change involves
the discontinuance of the use of the LIFO inventory method, the
application should be accompanied by statements showing, in
addition to the information required by sections A and D, the
following information:
1. The specific types and classes of goods in the LIFO inven
tories involved in the proposed change and the comparative
values of such inventories as of the end of the taxable year
preceding the year of change determined by (a) the LIFO
method and (b) the proposed method and basis.
2. Whether the proposed change to the proposed method and
basis conforms to the inventory method currently used with
respect to non-LIFO inventories, if any, or that such
method is otherwise consistent with the provisions of sec
tion 1.472-6 of the Income Tax Regulations.
Section E.—Section 1.451-3 (a) of the Income Tax Regula
tions provides that the term “long-term contracts” means build
ing, installation, or construction contracts covering a period in
excess of 1 year from the date of execution of the contract to
the date on which the contract is finally completed and accepted.
Section H.—This section should be used for requesting change
in a method of accounting for depreciation. Also, furnish infor
mation required by questions 1(b), 2(d), 3, and 7 on page 1.
Revenue Procedure 67-40, C.B. 1967-2, 674, provides an ad
ministrative procedure whereby a taxpayer complying with
the provisions of this Revenue Procedure and filing Form 3115
with the District Director, will be deemed to have obtained the
consent of the Commissioner of Internal Revenue to change
his method of depreciation accounting.
Section I.—This section should be used for requesting
changes in a method of accounting for which provision has not
been made elsewhere on this form and also for submitting ad
ditional information. For example, if you employ a hybrid
method of accounting, use this section to explain the accounting
treatment of all material items of income and deductions as
requested in section A, item 2(a), of this form.

1 In the case of banks see also Rev. Rul. 65-92 (C.B. 1965-1, 112) and Rev. Rul. 66-26 (C.B. 1966-1, 41)
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Income from Controlled Foreign Corporation
(Under Sections 951 through 972 of the Internal Revenue Code)
► Attach to your tax return.

B. Taxable year ending

A. Name and address as shown on your income tax return

The following information relates to the controlled foreign corporation. A separate Form 3646 must be filed for each controlled foreign corporation. See instruction E
D. Taxable year ending

C. Name, address, and employer identification number, if any, of controlled foreign corporation

Country under whose laws incorporated

E. Nature of business

G.

Date of incorporation

I.

Has a minimum distribution election been made with respect to your total interest in the controlled foreign corporation (section 963)? .
If "Yes,” omit Schedules B, C, and F, and line 1 of Schedule A.

J.

Did the controlled foreign corporation have foreign base company income (as determined for purposes of section 954(b)(3)(A))
constituting 30 percent or more of its gross income?.....................................................................................................................................................

H. Country in

which principal place of business is located

Yes

No

If "No,” omit Schedule C and check if amounts were excluded under: (a) section 954(b)(2) □, and/or (b) section 954(b)(4)
(If amounts were excluded under section 954(b)(4), attach statement showing amounts excluded and reasons for claiming the
exclusion.)

K.

Did the controlled foreign corporation receive premiums and other consideration from the insurance of United States risks in excess
of 5 percent of the premiums and consideration received from insurance of all risks (section 953)?....................................................

If "No," omit line 1 of Schedule B.
L.

Has any amount ever been excluded from the foreign base company income of the controlled foreign corporation because of an
increase in qualified investments in less developed countries?........................................................................................................................................
If "Yes," complete Schedule E.

M. Has

any amount ever been excluded from the subpart F income of the controlled foreign corporation because it qualified as an
export trade corporation?...............................................................................................................................................................................................................

If "Yes," complete Schedule G.
N.

Did the controlled foreign corporation hold any United States property at the close of its taxable year (other than property excluded
under section 956(b)(2))?...............................................................................................................................................................................................................

If "Yes," complete Schedule D.
O.

Is the controlled foreign corporation a foreign investment company or a foreign personal holding company?.............................................

If “Yes," see section 951(c) or (d) and the regulations thereunder.
SCHEDULE A—Summary
1 Pro rata share of subpart F income (Schedule B)...........................................................................................................................

2 Pro rata

share of increase in earnings invested in United States property (Schedule D)....................................................

3 Pro rata

share of previously excluded subpart F income withdrawn from investment in less developed countries

(Schedule E)...............................................................................................................................................................................................................

4

5

Pro rata share of previously excluded export trade income withdrawn from investment in export trade assets
(Schedule G)...............................................................................................................................................................................................................
Total of lines 1 through 4. Enter here and on your tax return........................................................................................................

1

Income derived from insurance of United States risks (section 953—attach schedule)..........................................................

SCHEDULE B—Pro Rata Share of Subpart F Income

2 Foreign base company income (Schedule C)....................................... ................................................................................................

3

Total of lines 1 and 2.....................................................................................................................................................................................

4

Exclusion of net United States source income (section 952(b)).......................................................................................................

5

Line 3 less line 4..................................................................................................................................................................................................

6

Pro rata share of line 5 (see regs. sec. 1.951-1(e))...........................................................................................................................

7 Pro- rata share of earnings and profits limitation (sections 952(c) and (d))..............................................................................

8 Line 6 or line 7, whichever is lesser...........................................................................................................................................................
9 Pro rata share of reduction for export trade income (Schedule F).................................................................................................

10 Line

8 less line 9..................................................................................................................................................................................................
days
x tine 10
365

11 Part of year corporation was a controlled foreign corporation over entire year times line 10, i.e.

12
13

Dividends paid to any other person with respect to your stock
Part of year you did not own such stock over entire year times line 10, i.e.
days .
X line 10
365

14 Line 12
15 Pro rata

or line 13, whichever is lesser..............................................................................................................
share of subpart F income (line 11 less line 14). Enter here and on line 1, Schedule A
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SCHEDULE C—Foreign Base Company Income

Show gross amounts before exclusions. If the entire gross income of the controlled foreign corporation is treated under section 954(b)(3)(B) as foreign base

company income, omit lines 1 through 10 and enter such gross income on line 11.

1 Rents

and

2 Less: (a)

royalties................................................................................................................................................................................................ .
Rents and royalties derived in the active conduct of a trade or business and
received from an unrelated person (section 954(c)(3)(A))

......................................................................................

(b) Rents and royalties received from a related person for the use of property in the

country of incorporation of the controlled foreign corporation (section
954(c)(4)(C)).................................................................................................................................
3 Line 1 less line 2.................................................................................................................................................................................................. ...........

4 Dividends, interest, and net gains from the sale or exchange of stock or securities............................................................................
5 Less: Dividends, interest, and net gains described in sections 954(c)(3)(B), 954(c)(4)(A), and 954(c)(4)(B)

.

.

.

___

6 Line 4 less line 5.............................................................................................................................................................................................................
7 Other foreign personal holding company income................................................................................................................................. ...........

8 Total foreign personal holding company income (sum of lines 3, 6, and 7)....................................................................... —
9 Foreign base company sales income (section 954(d))................................................................................................................................
10 Foreign base company services income (section 954(e)).............................................................................................................. ...........

11 Total of lines 8, 9, and 10.............................................................................................................................................................................. ---12 Exclusion of certain gross amounts:
(a) Shipping income described in section 954(b)(2)

............................................................................................................. . .............

(b) Income described in section 954(b)(4). (Attach statement giving reason for the

exclusion.)......................................................................................................................................................................................................... .
(c) Dividends described in section 959(b)...........................................................................................
13 Line 11 less line 12.......................................................................................................................................................................................................
14 Deductions (including taxes) allocable to amounts included on line 13 (section 954(b)(5)).......................................

15 Line 13 less line 14........................................................................................................................................................................................... —
16 Exclusion of certain income described in section 954(b)(1):
(a) Net amount of line 15 attributable to dividends, interest, and net gains from qualified

investments in less developed countries.......................................................................................... ......................................................
(b) Increase in qualified investments in less developed countries (see regs. sec. 1.954—5—

attach computation).................................................................................................................................
Check if an election is in effect for the taxable year under regs. sec. 1.955-3

.

.

. □.

(c) Enter line 16(a) or line 16(b) whichever is lesser.................................................................................................................... ..........
17 Foreign base company income (line 15 less line 16(c)). Enter here and on line 2, Schedule B.......................................

SCHEDULE D—Pro Rata Share of Increase in Earnings Invested in United States Property
1 Amount of United States property (other than property excluded under section 956(b)(2)) held, directly or indirectly,

by the controlled foreign corporation at the close of the taxable year......................................................................................................

2 If limitation applies, enter current and accumulated earnings and profits at the close of the taxable year (see

regs. sec.

1.956-1(b))................................................................................................................................................................................................

3 Amount of earnings invested in United States property at the close of the taxable year which would constitute a

dividend if distributed on such date (line 1 or line 2, whichever is applicable)....................................................................... ...........
4 Amount of United States property (other than property excluded under section 956(b)(2)) held, directly or indirectly,
by the controlled foreign corporation at the close of the preceding taxable year....................................................................... ...........

5 If limitation applies, enter current and accumulated earnings and profits at the close of the preceding taxable year

(see regs. sec. 1.956-1(b))............................................................................................................................................................................... ...........
6 Amount of earnings invested in United States property at the close of the preceding taxable year which would

constitute a dividend if distributed on such date (line 4 or line 5, whichever is applicable)............................................. ......
7 Amounts paid during the preceding taxable year to which section 959(c)(1) applies.......................................................... ...........

8 Line 6 less line 7............................................................................................................................................................................................................
9 Pro rata share of line 3 (see regs. sec. 1.956-1(d)).............................................. ...... .................................................................................

10 Pro rata share of line 8 (see regs. sec. 1.956-1(d))............................................................................................................................—

11 Line 9 less line 10........................................................................................................................................................................................... ..........
days
X line 11
365
13 Amounts excludable under section 959(a)(2)........................................................................................................................................
12 Part of year corporation was a controlled foreign corporation over entire year times line 11, i.e.

14 Pro rata share of increase in earnings invested in United States property (line 12 less line 13). Enter here and on

line 2, Schedule A.......................... ................................................................................................................................................................
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SCHEDULE E—Pro Rata Share of Previously Excluded Subpart F Income Withdrawn From Investment in Less Developed Countries

1 Decrease in qualified investments in less developed countries (see regs. sec. 1.955-1(b)(1)—attach computation) .

Check if an election is in effect for the taxable year under regs. sec. 1.955-3 •

□

(a) Sum of earnings and profits for the taxable year and earnings and profits accumulated

for prior taxable years beginning after December 31, 1962

(b) Sum

of amounts excluded

under section 954(b)(1)

from

...................................................................................................
foreign

base company

income for alt prior taxable years, less sum of such amounts withdrawn under section
955(a) for such years (see regs. sec.

1.955-1(c)(2)).......................................................... .....................................................

3 Enter line 2(a) or line 2(b), whichever is lesser........................................................................................................................................

4 Previously excluded subpart F income withdrawn for the taxable year (line 1 or line 3, whichever is lesser)

5

....

Pro rata share of line 4 (see regs. sec. 1.955-1(c)(1)).....................................................................................................................
days
X line 5
Enter
365

6 Part of year corporation was a controlled foreign corporation over entire year times line 5, i.e.
here and on line 3, Schedule A

.

.

.

.....................................................................................................................................................

SCHEDULE F—Pro Rata Share of Reduction for Export Trade Income

1

Total export trade income (section 971(b))............................................................................................................................................

2 Amount of line 1 which constitutes foreign base company income included in line 17 of Schedule C................................
3 150 percent of export promotion expenses allocable to export trade income which constitutes foreign base company

income

(see

regs.

sec.

1.970-1(b)(2)(i)).....................................................................................................................................................

4 10 percent of gross receipts and gross amounts received or accrued which are attributable to export trade income

which constitutes foreign base company income (see regs. sec. 1.970-1(b)(2)(ii)).................................................................

5 increase in investments in export trade assets (see regs. sec. 1.970-1(d)(2)—attach computation)..........................

Check if an election is in effect for the taxable year under regs. sec. 1.970-2(a)(2) □ and/or regs. sec. 1.970-2(a)(3) □.
6 Line 5 times line 2 divided by line 1...........................................................................................................................................................

7

8

Reduction for export trade income—enter the smallest of line 2. 3. 4, or 6
Pro rata share of line 7 (see regs. sec. 1.951-1(e)). Enter here and on line 9, Schedule B...........................................

.

SCHEDULE G—Pro Rata Share of Previously Excluded Export Trade Income Withdrawn From Investment in Export Trade Assets

1 Decrease in investments in export trade assets (see regs. sec. 1.970-1(d)(3)—attach computation).................................

Check if an election is in effect for the taxable year under regs. sec. 1.970-2(a)(2) □ and/or regs. sec. 1.970-2(a)(3) □.

2 Pro rata share of line 1........................................................................................................................................................... ■...

.

3 Pro rata share of the sum of earnings and profits for the taxable year and earnings and profits accumulated for prior

taxable years beginning after December 31, 1962 (see regs. sec. 1.970-1(c)(2)(ii))..........................................................
4 Limitation under section 970(b) (see regs. sec. 1.970-1(c)(2)(i)):
(a) Pro rata share of the sum of the amounts by which subpart F income for prior taxable

years was reduced under section 970(a).......................................................................................... ....................................................

(b) Pro rata share of the sum of the amounts which were not included in subpart F income
for prior taxable years by reason of section 972

....................................................................... .....................................................

(c) Total of lines 4(a) and 4(b)....................................................................................................................... .............................. . .............

(d) Less: Pro rata share of the sum of the amounts which were previously included in your
gross income for prior taxable years under section 951(a)(1)(A)(ii) by reason of sec
tion 970(b)..........................................................................................................................................................................................................

5

Line 4(c) less line 4(d).....................................................................................................................................................................................

6 Enter the smallest of line 2, 3, or 5.................................................................................................
7 Part of year corporation was a controlled foreign corporation over entire year times line 6, i.e.

days
x line 6
365

Enter

here and on line 4, Schedule A..............................................................................................................
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SCHEDULE H—Reconciliation of Book Profits to Earnings and Profits (See instruction I)

Indicate the section of the Code under which earnings and profits are being determined—
Section 902 □ Section 963 □

Section 964 □

1 Profit (loss) for the taxable year per books of account (before reduction for any income, war profits, and excess

profits taxes)...............................................................................................................................................................................................................

2 Net adjustments to book profit in determining earnings and profits for U.S. tax purposes. Enter only a net addition or
net subtraction for each item. No adjustment is required to be shown unless it is material in amount:
NET ADDITIONS

NET SUBTRACTIONS

(a) Capital gains or losses .......................................................................

(b) Depreciation..........................................................................................

(c) Depletion.................................................................................................

(d) Investment or incentive allowance.............................................
(e) Charges to statutory reserves....................................................
(f)

Inventory valuation adjustments.............................................

(g) Other (exclude income, war profits, and excess profits taxes).
3 Total net additions....................................................................................

4 Total net subtractions................................................................................................................................. ...........................................................

5 Line 1 plus line 3 less line 4........................................................................................................................................................................
6 Unrealized exchange gain (loss) under section 964(a) (omit if earnings and profits are not computed under section

964(a))............................................................................................................................................................................................................................
7

Earnings and profits for the taxable year (before reduction for any income, war profits, and excess profits taxes)
(total of lines 5 and 6).....................................................................................................................................................................................

8 Total income, war profits, and excess profits taxes paid or accrued on or with respect to earnings and profits shown
on line 7:

AMOUNT

COUNTRY TO WHICH PAID
Foreign currency

Exchange rate

U.S. dollars

Total..................................................................................................................................................................................................................................
9 Earnings and profits (after reduction for any income, war profits, and excess profits taxes) (line 7 less line 8)

.

.

10 If earnings and profits are computed other than under the rules of section 964(a), specify the exchange rate(s)
used to convert amounts to U.S. dollars and the foreign currency so converted (attach schedule if necessary):

(a) Foreign currency...........................................................................................................................................................................................
(b) Rate of exchange...........................................................................................................................................................................................

11 Was the foreign corporation included in a minimum distribution election under section 963?

□ Yes

□ No.

If "No," omit (a) through (e):

(a) Amount of distributions received by such corporation from other corporations included in such election

.

(b) Amount of income, war profits, and excess profits taxes paid by such corporation by reason of the receipt of

such distributions (excluding withholding taxes)...........................................................................................................................
(c) Amount of withholding taxes borne by such corporation by reason of the receipt of such distributions ....

(d) Total of lines (b) and (c)........................................................................................................................................................................

(e) Exchange rate(s) used for purposes of (a), (b), and (c)..............................................................................................................
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Moving Expense Adjustment
► Attach to Form 1040.

Social security number

Name(s) as shown on Form 1040

(a) What is the distance from your former residence to your

new business location?

1971

► See instructions on back.

...............miles

(b) What is the distance from your former residence to

your former business location?

............... miles

Note: The moving expense deduction is not allowed unless distance (a) is 50 or more miles farther than distance (b). (See instruction A.)

1

Transportation expenses to move household and personal property...................................................

2

Travel, meals, and lodging expenses to move from old residence to new area of principal
employment......................................................................................................................................................

3 Pre-move travel, meals, and lodging expenses to search for a new residence.

.

4 Temporary living expenses in new location (or area) prior to moving into per

manent quarters......................................................................................................
5 Total (Add lines 3 and 4.)......................................................................................
6 Expenses incident to: (Check one.)
(a) □ sale or exchange of taxpayer’s former residence; or,
(b) □ if nonowner, settlement of an unexpired lease on former residence

.

.

7 Expenses incident to: (Check one.)
(a) □ purchase of a new residence; or,
(b) □ if renting, acquiring a new lease.................................................................

8 Total (Add lines 6 and 7.)......................................................................................
9 Add lines 5 and 8......................................................................................................

10

The amount on line 9 is subject to an overall per move limitation of $2,500 ($1,250 if married, filing a
separate return), of which the amount on line 5 cannot exceed $1,000 ($500 if married, filing a separate
return).
(a) Enter lesser of (i) the amount on line 5 (or the portion of it you choose to include in the "limita
tion"); or (ii) $1,000 ($500 if married, filing a separate return)................................................................
(b) Enter lesser of (i) the amount on line 8 (or the portion of it you choose to include in the "limita
tion”); or (ii) $2,500 ($1,250 if married, filing a separate return) less the amount claimed on line 10(a) .

11 Total moving expenses (Add lines 1, 2, 10(a) and 10(b).)......................................................................
12 Reimbursements and allowances received for this move (other than amounts included on Form W-2)

(See instruction K.)......................................................................................................................................
13 If line 12 is less than line 11, enter the excess expenses here and on line 42, Form 1040 ...........................

14 If line 12 is larger than line 11, enter the excess reimbursements and allowances here and on
Form 1040, line 39, as "Excess moving reimbursement"...........................................................................
16-61758-1
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Instructions
The Tax Reform Act of 1969 revised the rules

regarding moving expenses. However, a portion
or all of the new rules may not apply (a) to
moving expenses for which the taxpayer re
ceives or accrues reimbursements or allow
ances in a taxable year beginning on or before
December 31, 1969, which were not included
in gross income in that taxable year; or (b) at
the election of the taxpayer, to moving ex
penses paid or incurred before January 1,1971,
in connection with the commencement of
work by an employee at a new principal place
of work of which he had been notified by his
employer on or before December 19, 1969. If
(a) or (b) applies, consult an Internal Revenue
Service office.

A. Who May Deduct Moving Ex
penses.—An employee or self-employed
individual may deduct reasonable mov
ing expenses paid or incurred during the
taxable year in connection with his move
to a new principal place of work.
The deduction is allowed only if (a)
the change in job locations has added at
least 50 miles to the distance to work
from the old residence, or (b) if there
was no former principal place of work,
the new principal place of work is at least
50 miles from the former residence. The
distance between two points shall be
the shortest of the more commonly trav
eled routes between the two points.
Also, the deduction is allowed only if
either (a) during the 12-month period
immediately following arrival in the gen
eral location of the new principal place
of work the taxpayer is a full-time em
ployee during at least 39 weeks, or (b)
during the 24-month period immediately
following arrival in the general location
of the new principal place of work, the
taxpayer is a full-time employee or is
self-employed on a full-time basis during
at least 78 weeks of which not less than
39 weeks are during the 12-month period
following arrival. See Instruction M for
further details.
B. Deductible Moving Expenses.—
Expenses Not Subject to a Dollar
Limitation, lines 1 and 2.—These types
of expenses are as follows:
(a) Expenses for the movement of
household goods and personal effects
from the former residence to the new
residence, and (b) Traveling expenses
(including meals and lodging) from the
former residence to the new place of
residence (not to be confused with other
traveling expenses, explained below).
Expenses Subject to a Dollar Limita
tion, lines 3, 4, 6, and 7.—These types
of expenses are as follows:
(a) Traveling
expenses
(including
meals and lodging) after obtaining em
ployment, from the former residence to
the general location of the new principal
place of work and return, for the principal
purpose of finding a new residence, (b)
Meals and lodging expenses while occupy
ing temporary quarters in the general lo
cation of the new principal place of work
during any period of 30 consecutive days

case of a taxpayer and his spouse who
file separate returns, these types of ex
penses are subject to an overall per
move limitation of $1,250, of which the
expenses described in (a) and (b) above
cannot exceed $500.
C. “Reasonableness” of Moving Ex

penses.—The term "moving expenses”
includes only those expenses that are
reasonable under the circumstances of
the particular move. Expenses related to
members of the taxpayer's household
include only those expenses for mem
bers who have both the taxpayer’s former
residence and his new residence as their
principal place of abode. Members of
the taxpayer’s household generally do
not include, for example, a servant,
governess, chauffeur, nurse, valet, etc.
D. Household Goods and Personal Ef
fects.—Expenses of moving household
goods and personal effects from the tax
payer’s former residence to his new resi
dence include the actual cost of trans
portation or hauling, packing and crating,
in-transit storage, and insurance.

E. Traveling Expenses from the Tax
payer’s Former Residence to His New
Residence.—These include the cost of
transportation, meals, and lodging (in
cluding costs for the date of arrival). The
deduction for traveling expenses from the
taxpayer's former residence to his new
residence is allowable for only one trip.
However, it is not necessary that the tax
payer and all members of his household
travel together or at the same time. To
compute the cost of transportation in
cases where the taxpayer uses his own
car, see Instruction F below.
F. Traveling Expenses, after Obtain
ing Employment, from the Former Resi
dence to the General Location of the
New Principal Place of Work, and Return,
for the Principal Purpose of Searching
for a New Residence.—Traveling ex
penses are deductible only if (1) the trip
is begun after the taxpayer has obtained
employment in the general location of
the new principal place of work; (2) the
taxpayer returns to his former residence
after searching for a new residence in
the general location of the new principal
place of work; and (3) the taxpayer’s
principal purpose in traveling to the gen
eral location of the new principal place
of work is to search for a new residence.
If a taxpayer uses his own automobile
for this transportation, he can compute
the transportation expenses in either of
two ways: (1) Actual out-of-pocket ex
penses. For example, gasoline, oil, re
pairs, etc. Or (2) at a rate of six cents
a mile. If out-of-pocket expenses are
claimed, an adequate record must be kept
to verify amounts. If the optional method
of six cents a mile is used, attach a
schedule verifying the mileage.

G. Expenses of Meals and Lodging
while Occupying Temporary Quarters.—

These are deductible for any 30 days after
the taxpayer has obtained employment in
the general location of the new principal
place of work.

(c)

H. Qualified Expenses Attributable to

Qualified expenses attributable to the
sale, purchase, or lease of a residence.
These types of expenses are subject to an
overall per move limitation of $2,500, of
which the expenses described in (a) and
(b) above cannot exceed $1,000. In the

the Sale, Purchase or Lease of a Resi
dence.—This term means only those rea
sonable expenses incident to (a) the sale
or exchange of the former residence (not
including expenses for work performed
on the residence to assist in its sale)

after obtaining employment,

and,
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which would be taken into account in
determining the amount realized on the
sale or exchange; (b) the purchase of a
new residence which otherwise would be
included in (i) the adjusted basis of the
new residence, or (ii) the cost of the loan
(but not including payments or prepay
ments of interest); (c) the settlement of
an unexpired lease on property used as a
former residence; or (d) the acquisition of
a lease on property which will become
the new residence (excluding payments
or prepayments of rent).

I. Nondeductible Expenses.—Moving
expenses do not include, for example, any
loss incurred on the sale, exchange, or
other disposition of property, temporary
living expenses in the general location
of the taxpayer's former principal place
of work, mortgage penalties, cost of re
fitting rugs or draperies, cost of connect
ing or disconnecting utilities, losses due
to the disposal of memberships in clubs,
tuition, and similar items.
J. Self-employed Individuals.—A selfemployed individual is defined as one
who performs personal services as (a)
the owner of the entire interest in an un
incorporated trade or business, or (b) a
partner in a partnership carrying on a
trade or business.
For expenses to be deducted on lines
3 and 4 by a self-employed person, the
condition of having obtained employment
is met when substantial arrangements
have been made to commence work.
K. Reimbursements and Allowances.—
All reimbursements and allowances for
moving expenses must be included in in
come. In general, an employee will find
such reimbursements and allowances in
cluded in his Form W-2. However, if
there is doubt, he should check with his
employer. Line 12 is provided for the re
porting of reimbursements and allow
ances if such items are not included else
where on Form 1040 or related schedules.
L. No Double Benefits.—The amount
realized on the sale of the old residence
shall not be reduced by any expenses in
cluded in line 6, and the basis of the new
residence shall not be increased by the
amount of any expenses included in line
7. If such expenses are included in in
come because some condition for the
allowance of this deduction has not
been met, an appropriate adjustment to
the selling price and/or basis may be
made.
M. The 39 Week/78 Week Test.—The
39 week/78 week test referred to in In
struction A may be disregarded if it is
terminated because of death, disability,
involuntary separation from employment
(other than for willful misconduct) or
transfer for the benefit of an employer.
If the 39 week/78 week test has not
been satisfied before the time for filing
the return for the taxable year in which
moving expenses were paid or incurred,
but will later be satisfied, moving ex
penses may still be deducted in the year
when paid or incurred.
If, however, the 39 week/78 week test
is not satisfied at the close of a later
taxable year, then an amount equal
to the deduction for moving expenses
taken in the prior year shall be included
in income for the first such later taxable
year; unless, an amended return is filed
for the year in which the deduction is
eliminated.
16—81758-1

Form 4029

Application for Exemption From Tax
on Self-Employment Income and
Waiver of Benefits

4029

Form
(Rev. Dec. 1969)
Department of the Treasury
Internal Revenue Service

To be filed in duplicate
with the Internal Revenue
Service

Social security or identifying number

Name of taxpayer

Number and street or rural route

City or town. State, and ZIP code

Before you file this form, please read General Instruction A, Who May File.

I certify that I am and continuously have been a member of....................................................... . .................................
(Name of religious group)

(District and location)

since................................................................... and am an adherent of the established tenets or teachings of such group by
(Day)

(Month)

(Year)

reason of which I am conscientiously opposed to acceptance of the benefits of any private or public insurance which
makes payments in the event of death, disability, old-age, or retirement or makes payments toward the cost of, or provides
services for, medical care (including the benefits of any insurance system established by the Social Security Act).
I therefore request that I be given an exemption from payment of self-employment tax with respect to my earnings
from self-employment, pursuant to the provisions of section 1402 (h) of the Internal Revenue Code.
I hereby waive any and all rights to any type of social security payment or benefit under Titles II and XVIII of the
Social Security Act and understand and agree that no benefits or other payments of any kind under Titles II and XVIII
of the Social Security Act shall be payable on the basis of my wages or self-employment income, or both, to any other
person. I certify that I have never received benefits or payments under the above Titles nor has anyone else received
such benefits on the basis of my earnings.
I agree to notify the Internal Revenue Service within 60 days of the occurrence of any act or event the
results of which are that I no longer am a member of the religious group described above, or that I no longer adhere
to the established tenets or teachings of such group.
Furthermore, I understand that if any tax exemption pursuant to the provisions of section 1402(h) of the Internal
Revenue Code ceases to be effective such waiver shall also cease to be effective, but only to the extent that benefits can be
payable only on the basis of my self-employment income for and after the first taxable year in which the exemption ceases
to be effective, and my wages for and after the calendar year beginning in or with the beginning of such taxable year.

The first year I became subject to self-employment tax was....................(Show “NONE” if you were never subject
to this tax).
(Year)
The religious group of which I am a member, and the name, title, and address of an authorized spokesman of that
group are as follows:
Religious group ..........................................................................................................................................................................
(Denomination)

(Authorized spokesman)

(Title)

(Local district)

(Address)

Under penalties of perjury, I declare that I have examined this application and waiver and to the best of my
knowledge and belief it is true and correct.

Signed.............................................................................................................

Dated.................................................... , 19........

For use of Internal Revenue Service

□ Approved
for exemption by.................................................................................................................................................
□ Disapproved
(Director's signature)
(Date)
Copy A—For Internal Revenue Service
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Form 4029

Instructions
A. Who May File: You may apply for exemption from
payment of self-employment tax if you are a member of a

recognized religious sect or division thereof, and as an
adherent of such sect's established tenets or teachings
you are conscientiously opposed to the acceptance of the

event you miss this filing deadline contact your local

Internal Revenue Office.
D. How to Indicate Exemption on Form 1040: When

filing Form 1040, write "Exempt-Form 4029,” on the back
of Form 1040.

benefits of any private or public insurance payments in the

event of death, disability, old-age, or retirement, or pay
ments towards the cost of, or to provide services for,

medical care (including benefits of any insurance system
established by the Social Security Act). Before an exemp

tion is granted, the Secretary of Health, Education, and

Welfare must determine that—(1) such sect or division
thereof has the established tenets or teachings referred

to in the preceding sentence, (2) it is the practice, and has

been for a period of time which he deems substantial, for
members of such sect or division thereof to make provi

sions for their dependent members which in his judgment

is reasonable in view of their general level of living, and
(3) such sect or division thereof has been in existence at

all times since December 31,1950.
B. Do Not File: You are ineligible for this exemption if:

(1) You received benefits or payments under Title II

E. Where to File:
If your residence is located in
Connecticut, Maine,
Massachusetts, New Hampshire,
New York, Rhode Island,
Vermont
Delaware, District of Columbia,
Maryland, New Jersey,
Pennsylvania, Virginia

Internal Revenue Service Center
310 Lowell Street
Andover, Massachusetts 01812

Indiana. Kentucky, Michigan,
Ohio, West Virginia
Arkansas, Colorado, Kansas,
Louisiana, New Mexico,
Oklahoma, Texas, Wyoming

Internal Revenue Service Center
Cincinnati, Ohio 45298
Internal Revenue Service Center
3651 S. Interregional Highway
Austin, Texas 78740
Internal Revenue Service Center
1160 West 1200 South Street
Ogden, Utah 84405
Director of International Operations
U.S. Internal Revenue Service
Ponce de Leon Ave. and Bolivia St.
Hato Rey, Puerto Rico 00917

Internal Revenue Service Center
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155
Internal Revenue Service Center
Alabama, Florida, Georgia,
4800 Buford Highway
Mississippi, North Carolina,
South Carolina, Tennessee
Chamblee, Georgia 30006
Internal Revenue Service Center
Illinois, Iowa, Minnesota,
Missouri, Nebraska, North Dakota, 2306 E. Bannister Road
Kansas City, Missouri 64170
South Dakota, Wisconsin

Alaska, Arizona, California,
Hawaii, Idaho, Montana, Nevada,
Oregon, Utah, Washington
Puerto Rico (or if excluding
income under section 933)

and/or Title XVIII of the Social Security Act, or if anyone

else received such benefits or payments based on your
wages or self-employment income, or

Virgin Islands:
Permanent residents:
Other residents:

(2) You were subject to self-employment taxes for tax
able years ending before December 31,1967 and this form

was not filed on or before December 31, 1968.
C. When to File: If you first become subject to self-

employment tax for a taxable year ending on or after De

cember 31,1967, file this application on or before the due

date of your income tax return for that taxable year. In the
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Use this address

Panama Canal Zone, American
Samoa, Guam

Department of Finance, Tax
Division
Charlotte Amalie
St. Thomas, Virgin Islands 00801
Director of International Operations
U.S. Internal Revenue Service
Ponce de Leon Ave. and Bolivia St.
Hato Rey, Puerto Rico 00917
Director of International Operations
Internal Revenue Service
Washington, D.C. 20225

U.S. citizens with foreign addresses, except A.P.O. and
F.P.O. addresses, and all U.S. citizens excluding income
under sections 911 and 931: Director of International
Operations, Internal Revenue Service, Washington, D.C.
20225.

Form 4361
4361

Application for Exemption From Self-Employment Tax for Use by
Ministers, Members of Religious Orders and Christian Science Practitioners

Form
(Rev. Mar. 1971)
Department of the Treasury
Internal Revenue Service

(Before filing this form see General Instruction B)

2. Check
□ Ordained Minister, Priest, Rabbi
applicable
box:
□ Member of Religious Order

1. Social security number

4. Name of Denomination or Religious Order

|

□ Commissioned or Licensed Minister
3. Date ordained, licensed, etc.
(See General Instruction B)
□ Christian Science Practitioner
|

5. Enter the first two years after 1954 in which you had net earnings from self-employ
ment of $400 or more, some part of which was from services as a minister, priest,
rabbi, etc.; or as a member of a religious order; or as a Christian Science practitioner

19

19

6. I certify that I am conscientiously opposed to, or because of religious principles opposed to, the acceptance (with respect to services performed by
me as a minister, member, or practitioner) of any public insurance which makes payments in the event of death, disability, old-age, or retirement or makes
payments toward the cost of, orprovides services for, medical care (including the benefits of any insurance system established by the Social Security Act).
I certify that I did not file an effective waiver certificate (Form 2031) electing social security coverage on earnings as a minister, member, or practioner.
I hereby request an exemption from payment of self-employment tax with respect to my earnings from services as a minister, member, or practi
tioner, pursuant to the provisions of section 1402(e) of the Internal Revenue Code.
Under penalties of perjury, I declare that this application has been examined by me and to the best of my knowledge and belief it is true and correct.

Signature............................................... ................................. ........... _.................................................................. ...... .....................
For Internal Revenue Service Use

Date

19

7. Name, address, and ZIP code (Please print or type)

□ Approved for exemption
□ Disapproved for exemption
by..............................................................
Director's signature

Date

File in triplicate with Internal Revenue Service.

4361

Application for Exemption From Self-Employment Tax for Use by
Ministers, Members of Religious Orders and Christian Science Practitioners

Form
(Rev. Mar. 1971)
Department of the Treasury
Internal Revenue Service

(Before filing this form see General Instruction B)

2. Check
□ Ordained Minister, Priest, Rabbi
applicable
box:
□ Member of Religious Order

1. Social security number

4. Name of Denomination

Copy A—To be retained by internal Revenue Service

Religious Order

□ Commissioned or Licensed Minister
3. Date ordained, licensed, etc.
(See General Instruction B)
□ Christian Science Practitioner
|

5. Enter the first two years after 1954 in which you had net earnings from self-employ
ment of $400 or more, some part of which was from services as a minister, priest,
rabbi, etc.; or as a member of a religious order; or as a Christian Science practitioner

19

j

19
19

6. I certify that I am conscientiously opposed to, or because of religious principles opposed to, the acceptance (with respect to services performed by
me as a minister, member, or practitioner) of any public insurance which makes payments in the event of death, disability, old-age, or retirement or makes
payments toward the cost of, or provides services for, medical care (including the benefits of any insurance system established by the Social Security Act).
I certify that I did not file an effective waiver certificate (Form 2031) electing social security coverage on earnings as a minister, member, or practioner.
I hereby request an exemption from payment of self-employment tax with respect to my earnings from services as a minister, member, or practi
tioner, pursuant to the provisions of section 1402(e) of the Internal Revenue Code.
Under penalties of perjury, I declare that this application has been examined by me and to the best of my knowledge and belief it is true and correct.
Signature_______________ ___ ____ ________________ ___ _______ ______________________________ ___ _____ .....

For Internal Revenue Service Use

Date

19____

7. Name, address, and ZIP code (Please print or type)

□ Approved for exemption
□ Disapproved for exemption
by...................................... -.................................................. Director's signature
Date
File in triplicate with Internal Revenue Service.

Copy C—To be returned to taxpayer
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Form 4361
General Instructions Continued From Back of Copy A
C. Earnings To Which This Exemption Applies.—This exemp
age (Form 2031). He should have filed an application for
tion applies only to net earnings from services in the exercise
exemption on or before April 15, 1970, or extended date.
of the ministry, or in the exercise of duties required by the
Reverend Beeker, ordained in 1970, had ministerial income
religious order, or from the practice as a Christian Science
of $400 or more in 1970 and in 1971. He may file an applica
practitioner.
tion for exemption not later than April 17, 1972, or extended
Example: Reverend Care, who filed a valid and effective exemp
date.
tion, derived $1,700 from his ministry and net income of
$2,500 from his operation of a farm. As the exemption applies
E. Effective Date of Exemption.—An exemption from selfto ministerial income only, Reverend Care has net earnings
employment tax is effective for the first taxable year ending after
from self-employment of $2,500 from the operation of the
1967, and all succeeding taxable years in which you have net
farm. These farm earnings are subject to the self-employment
earnings from self-employment of $400 or more, any part of
tax.
which is derived from services as a minister, member, or practi
tioner. Thus, a valid application for exemption from selfD. Time Limitation for Filing Application for Exemption.—
employment tax filed on or before April 15, 1970, would be
An application for exemption must be filed with the Internal
effective for 1968 and all years thereafter.
Revenue Service on or before whichever of the following dates is
later: (1) the due date of your tax return (including extensions)
F. Extensions of Time for Filing and Noncalendar Year Tax
for the second taxable year in which you have net earnings from
payers.—In general, the filing dates stated herein do not apply
self-employment of $400 or more, any part of which was derived
to taxpayers who file their tax returns other than for a calendar
from services as a minister, member of a religious order or
year or who are granted extensions of time within which to file
Christian Science practitioner; or (2) the due date of your tax
their returns. Consult the nearest Internal Revenue Service office
return (including extensions) for your second taxable year end
for applicable dates.
ing after 1967.
G. How To Indicate Exemption on Form 1040.—When filing
Examples: Reverend Aker, ordained in 1959, had net min
Form 1040, write "Exempt-Form 4361," in the bottom margin
isterial earnings of $400 or more in all years after 1959 and
on the back of Form 1040.
had not filed a waiver certificate electing social security cover
U.S. GOVERNMENT PRINTING OFFICE : 1971—O-414-683

SPECIFIC INSTRUCTIONS
If you have no legal residence in the United States then mail
this form to the Internal Revenue Service Center, 11601 Roose
Use thisaddress
velt Boulevard, Philadelphia, Pennsylvania 19155.
Item 1.—Enter your social security number as it appears on
Internal Revenue Service Center
your social security card. If you have no number, file application
4800 Buford Highway
Form SS-5 with the local office of the Social Security Adminis
Chamblee, Georgia 30006
tration. If you do not receive your card in time, file Form 4361
Internal Revenue Service Center
and enter "Applied for” in the space provided for the number.
11601 Roosevelt Boulevard
Item 3.—Enter the date you were duly ordained, commis
Philadelphia, Pennsylvania 19155
sioned, or licensed as a minister of a church, or date you became
Internal Revenue Service Center
a member of a religious order, or date you commenced practice
Cincinnati, Ohio 45298
as a Christian Science practitioner. No application for exemption
should be filed prior to such date.
Internal Revenue Service Center
3651 S. Interregional Highway
Item 4.—If you are a minister or a member of a religious
Austin, Texas 78740
order, enter the name of the church denomination which or
Internal Revenue Service Center
dained, commissioned, or licensed you or the order of which you
1160 West 1200 South St.
are now a member.
Ogden, Utah 84405
Item 6.—Sign your name and enter the date. Do not print
Internal Revenue Service Center
unless that is your usual way of signing.
2306 E. Bannister Road
Item 7.—Enter your name and mailing address. If you get
Kansas City, Missouri 64170
your mail in a city, enter the number and name of the street and
Internal Revenue Service Center
ZIP code; if in the country, the R.D. route, box number and ZIP
310 Lowell Street
code; if at the post office, the P.O. box number and ZIP code.
Andover, Massachusetts 01812

Where To File.

If you are located in:
Alabama, Florida, Georgia, Missis
sippi, North Carolina, South Caro
lina, Tennessee

Delaware, District of Columbia,
Maryland, New Jersey, Pennsyl
vania, Virginia
Indiana, Kentucky, Michigan, Ohio.
West Virginia
Arkansas, Colorado, Kansas, Louisi
ana, New Mexico, Oklahoma, Texas,
Wyoming

Alaska, Arizona, California, Hawaii,
Idaho, Montana, Nevada, Oregon,
Utah, Washington
Illinois, Iowa, Minnesota, Missouri,
Nebraska, North Dakota, South
Dakota, Wisconsin

Connecticut, Maine, Massachusetts,
New Hampshire, New York, Rhode
Island, Vermont

U.S. GOVERNMENT PRINTING OFFICE : 1371-O-414-683
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Form 4653
Form 4653

Form

4653

Do not write in this space
(For IRS use only)
□ Classification
□ code

Notification Concerning Foundation Status

(June 1970)

□ Letter
□ code

PIe a se print o r

ty p e

Department of the Treasury
Internal Revenue Service

Remove address label on
front cover and place
it here

Employer Identification Number

Name of organization

Correct name, etc. if
necessary.

Number and street

Enter employer identifl
cation number at right
only if incorrect or not
shown on label.

City or town, State and ZIP code

Please place an "X" in the one numbered block that applies to your organization, provide any additional information
called for, and return the form promptly to the Internal Revenue Service Center, 11601 Roosevelt Boulevard, Philadelphia,
Pennsylvania 19155. Do not check a block until you have read the instructions and Code definitions applicable to that
block. Section references are to the Internal Revenue Code of 1954.
1

□ Weare a private foundation within the meaning of section 509(a). (If you are a private foundation, are you claiming status as an
operating foundation within the meaning of section 4942(j) (3)? . . . □ Yes □ No
If "Yes," attach a statement setting forth
all the facts upon which you base your answer including an identification of the clause of section 4942(j) (3) (B) that is applicable.)

9 □ An organization that normally receives no more than ⅓ of
its support from gross investment income and more than ⅓
of its support from contributions, membership fees, and gross
receipts from activities related to its exempt functions—
subject to certain exceptions. Section 509(a)(2).

We are not a private foundation because we are:

2

□ A church, Section 170(b)(1)(A)(i).

3

□ A school. Section 170(b)(1) (A) (ii).

(Complete the Financial Schedule on page

2.)

4 □ A hospital. Section 170(b)(1)(A)(iii).

5 □ A medical research organization operated in conjunction with
a hospital. Section 170(b)(1)(A)(iii).

6

10 □ An organization operated solely for the benefit of and in
connection with one or more of the organizations described
in-21 through 9 (or for the benefit of one or more organiza
tions described in section 501(c)(4), (5), or (6) and also
described in 9 above), but not controlled by disqualified
persons other than foundation managers. Section 509(a)(3).

□ A Governmental unit. Section 170(b)(1)(A)(v).

7 □ An organization operated for the benefit of a College or
university owned or operated by a Governmental unit. Section
170(b)(1)(A)(iv).

(Attach a statement identifying and describing the organize*
tion(s) for whose benefit you are operated and the relation
ship between you end the organization(s).)

(Complete the Financial Schedule on page 2.)
8

□ An organization that normally receives a substantial part of
its support from a Governmental unit or from the general
public. Section 170(b)(1)(A)(vi).

(1 □ An organization organized and operated to test for public
(Complete the Financial Schedule on page 2.)
12

safety. Section 509(a)(4).

□ We are not sure of our classification.
(Attach a copy of your most recently fifed information return, Form 990-A, if you filed one, and a statement describing your operations
and explaining why you are not sure of your classification. If you think you may be described in 7, 8, or 9, complete the Financial
Schedule on page 2.)

I declare that I have examined the information entered on this form, including accompanying schedules and statements, and to the best
it Is true, correct and complete. (Must be signed by a principal officer, manager, or authorized trustee of the

of my knowledge and belief,

organization.)

(Date)

(Signature)

(Title)
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Form 4653
Form 4653
Page

Form 4653 (June 1970)

2

Financial Schedule
Calendar year
(or fiscal year

ending in) ►

(a)

(b)

(c)

(d)

(e)

1969

1968

1967

1966

Total

13 Gifts, grants and contributions re
ceived

14 Membership fees received

15 Gross receipts from admissions, safes
of merchandise, performance of serv
ices, or furnishing of facilities in any
activity which is not an unrelated
business within the meaning of section
513
16 Gross income from interest,
dends, rents, and royalties

divi

17 Net income from unrelated business

activities

18 Tax revenues levied for your benefit
and either paid to you or expended
on your behalf

19 The value of services or facilities fur
nished by a Governmental unit to
you without charge (do not include
the value of services or facilities gen
erally furnished to the public without
charge)

20 Other income (do not include gain
(or loss) from sale of capital as
sets)—attach schedule
21 Total of lines 13 through 20

22 Lins 21 loss line 15

Instructions for
Financial Schedule
If you checked block 7 or 8 on page 1, attach a
statement showing the name of, and amount re
ceived from, each person (other than a Governmen
tal unit or a “publicly supported” organization)
from whom you received, during the above 4-year
period, contributions totaling more than 1 percent
of line 22(e).
If you checked block 9 on page 1, attach a
statement showing:

30-124

(1) the name of, and amount received in each
year from, each “disqualified person” (other than
an organization described in section 170(b) (1) (A)
(i) through (vi) ) from whom you received amounts
included on line 13, 14 or 15; and
(2) with respect to the amounts shown for each
year on line 15, the name of, and amount received
in each year from, each bureau or agency of a
Governmental unit or person (other than a “dis
qualified person”) and each person described in
section 170(b) (1) (A) (i) through (vi) from
whom you received an amount in excess of the
greater of $5,000 or 1 percent of the amount shown
for the year on line 21.

Form 4832

Asset Depreciation Range

Form 4832

1971

► See separate instructions.
> Attach this form to your return.

Department of the Treasury
internal Revenue Service

Name(s) as shown on return

Identifying number

NOTE: By filing this form you elect, consent, and agree to apply the provisions of Section 1.167(a)-11 of the regulations.
Part I Election Information

Yes

No

A. Was eligible used property first placed in service this taxable year excluded under the special 10 percent used property rule? ....
If "Yes," enter the amount of the unadjusted basis of the used property first placed in service during this taxable year . $--------------------------------

B. Was any other eligible property excluded for which an election was not required or permitted? (See instruction 2)...........................................

If “Yes,” attach a statement setting forth the applicable provisions of Regs. sec. 1.167(a)-ll and a description of the
property.
C. Was the unadjusted basis of a special vintage account allocated in this taxable year?...............................................
If “Yes," attach a statement setting forth the computation and amount of allocated basis.
D. Was the method of depreciation changed this taxable year for any vintage account?....................................................
If “Yes," attach a statement setting forth the vintage account for which a change was made and the computation of
depreciation allowable under the'new method for this taxable year.
□ Standard form of modified half-year
See instruction 3
E. Check first-year convention adopted this taxable year: □ Alternative form of modified half-year)
□□□ Half-year
c. Salvage computation

b. Unadjusted basis (see instruction 6)

a. Asset guideline
class and vintage
of account

(1) Amount placed in service
first half of this taxable year

(2) Amount placed in service
second half of this taxable year

(1) Gross salvage
value

(2) Amount ex
cluded under
sec. 167(f)

(3) Special reduction
in salvage value
(see instr. 7)

(4) Salvage value (col.
c(l) less c(2) and c(3)

1
2
3
4
5
6
7
8
9
10
11
12
13a Total cols.
b(1)&b(2).
13b Total (add totals cols. b(l) & b(2)
line 13a. (Also include on ADR
line of depreciation schedule in tax
return.))..........................................

NOTE: Be sure to complete columns below
for each asset guideline class and vintage ac
count shown in column a. Correlate numbered
items in column d to those in column a.
f. Reserve for depreciation (see instruction 10)

d. Period (years)
(see instr. 5)

e. Method
(see instr. 9)

(1) Balance at beginning
of this taxable year

(2) Increases

(3) Decreases

(4) Depreciation for
this taxable year

(5) Balance at end of this
taxable year (cols. f(1), f(2),
and f(4) less f(3))

1__________
2_____________

3 _________ _
4 __________
5 __________
6 __________
7 __________
8 __________
9 __________
10 _________
11_________
12

13c Total ADR depreciation (also include on ADR line of depreciation schedule in tax
return)
.......................... .........................................................................................
13d Additional first-year depreciation (also include on additional first-year depreciation
line of depreciation schedule in tax return)...........................................................................
c48—16

1

30-125

30-126

P a r t III T r

tm ent of Repair, Maintenance, Rehabilitation or Improvement of Property

Enter asset guideline class number for each

c la s s ................................................►

(C)

(D)
(E)
(F)

___________ __________________________ __________________________

2

2)

_

Total (add lines 8 and 1 1 ) ...............................................................................................................................................................................................................................................................
Average (line 12 divided by
_________________________________________ _______________________________________________ ______________________________
Repair allowance percentage (see Revenue Procedure 7 1 - 2 5 ) _______________ _____________ ______________________________________________________________
Maximum repair allowance (line 13 multiplied by line 14)
.......................... ............................................................ ....................................................................................................

10)

3)
5)
7)

19)

15)

class

and vintage of account

a. Asset guideline

P a r t III

b. Original unadjusted basis
of vintage account

c. Unadjusted basis of assets retired
during this taxable year

d. Proceeds (if any)

e. Manner (tha

t

is

, sale,

☆GPO 715-258

GPO

o48—16—

-1

440-820

exchange, casualty, abandonment, scrap, or other) and reason(s) for

22 Repair expense for repair allowance p ro p e rty ...................................................................................................................................................................................$...........................................
23 Amount capitalized for repair allowance p ro p e rty .......................................................... ............................... .....
.
. . ..... ................................ $
Asset Retirements

17)

18 Total maintenance, repair, rehabilitation, and improvement expenditures (add lines
16 and
.................................................................................................... ................................................................................................................................................................................
19 Deductible repair allowance (line 18— not to exceed line
_______________ _____________ _________________________________________________________________
20 Property improvements capitalized (line 18 less line
____________________________________________________________________________________________________
21 Excluded additions capitalized (Do not include on lines 16 or 17. Attach schedule describing nature)_______________________________________________________________ _______________
Complete l ines 22 and 23 for asset guideline classes for which the repair allowance is not elected this taxable year (see instruction 14)_________________________________________

17 Expenditures permitted as provided by Regs. sec. 1.167(a)-11(d)(2)(v)(a) to be
indirectly allocated by asset guideline class __________________________________________________________________________________________________ ____________

Maintenance, Repair, Rehabilitation, and Improvement Expenditures for this Taxable Year
16 Expenditures identified by asset guideline c la s s ____________________________ _______________________________________________________________________________

12
13
14
15

2

For Repair Allowance Property in Vintage Accounts (lines 2-8)
Unadjusted basis at beginning of this taxable y e a r __________________________ _____________ _________________________________________________________________
3 Add unadjusted basis at end of this taxable y e a r _________________________________________________________________________________________________________
4 Total (add lines 2 and
................................................................................................................................................................................ ...............................................................................
5 Less ordinary retirements in prior taxable years multiplied by
_______________ _____________ _________________________________________________________________
6 Balance (line 4 less line
...........................................................................................................................................................................................................................................................
7 Less ordinary retirements this taxable y e a r ............................................................... .................................................................................................................................................................
8 Balance (line 6 less line
..........................................................................................................................................................................................................................................................
For Other Repair Allowance Property (lines 9-11)
9 Unadjusted basis at beginning of this taxable y e a r ................................................................................. .......................... .................................................... .....................................................
10 Add unadjusted basis at end of this taxable y e a r _________________________________________________________________________________________________________
11 Balance (add lines 9 and
.................................................................................... ................................................................................................................................................................

1

Complete lines 1-21 only tor guideline classes for which repair allowance is elected this taxable year (see Instruction 14)
(A)
(B)

ea

2
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Instructions for Form 4832
Asset
Depreciation
Range
important that election

It is
Form 4832 be
filed by the due date (including extensions) of
the return for the taxable year. An election can
not be made on an amended return filed after
the due date (including extensions) of the return
for the taxable year.

NOTE: The information in the instructions is a
general summary of section 1.167(a)—11 of the
regulations and Revenue Procedure 71—25. Tax
payers electing the ADR system should refer to
the regulations and Revenue Procedure 71-25
for a complete explanation. You may purchase
copies of section 1.167(a)—11 of the regulations
and Revenue Procedure 71—25 from the Super
intendent of Documents, U.S. Government Print
ing Office, Washington, D.C. 20402 by request
ing Internal Revenue Bulletin 1971-28, price 20
cents, or the booklet Asset Depreciation Range
(ADR) System, price 55 cents.

In General.—Asset Depreciation Range
(ADR) is a system for determining a rea
sonable allowance for depreciation of des
ignated classes of assets placed in service
after December 31, 1970. The use of the
system is optional. The election to apply
the system to eligible property is made on
a yearly basis. The election is made with
the return for the taxable year, and may
not be revoked or modified for any property
included in the election. "Vintage ac
counts" must be established for all eligible
property included in the election. The allow
ance for depreciation of the property in
cluded in a vintage account will be deter
mined for all taxable years on the basis of
the period of years (within the asset de
preciation range) and the first-year con
vention specified in the election for the
first taxable year. There are special provi
sions for treatment of salvage value, retire
ments, and the cost of the repair, mainte
nance, rehabilitation and improvement of
property. All provisions of the ADR system
must be applied by the electing taxpayer.

first placed in service by the transferee
after December 31, 1970 by reason of a
mere change in the form of conducting a
trade or business, such property will not be
eligible property. See Regs. sec. 1.167(a)11(b)(7).
2. Exclusion of Certain Property.—Gen
erally, all eligible property first placed in
service during the taxable year must be in
cluded in the election, subject only to the
following exceptions:
(a) Special 10 percent used property
rule.—If the unadjusted basis of eligible
"used property" first placed in service dur
ing the taxable year of election exceeds 10
percent of the unadjusted basis of all
eligible property first placed in service dur
ing the taxable year of election, all (but
not less than all) such eligible used prop
erty may be excluded from the ADR elec
tion. The term "used property” means
property the original use of which does not
commence with you. Used property first
placed in service during the taxable year
and subject to special depreciation or
amortization or property acquired in a
transaction to which section 381(a) ap
plies, shall be treated as used property
solely for the purpose of applying the 10
percent test.

(b) Exclusion of other property.—Spe
cial rules which may require or permit ex
clusion of other property from your ADR
election are paragraphs: (e)(3)(i) Certain
transfers under section 381(a); (b)(5)(iv)
Property subject to investment credit; (b)
(5)(v) Special method of depreciation or
amortization; (b)(5)(vi) Change in predomi
nant use; and (b)(6) Special rule for cer
tain public utility property, of Regs. sec.
1.167(a)-11.
3. Convention.—The allowance for de
preciation shall be determined by applying
one of the following first-year conventions
to all accounts of the same vintage. (See
instruction 4.) The same form of the modi
fied half-year convention must be applied
to all accounts of the same vintage. The
standard form of modified half-year con
vention shall be applied by treating: (a) all
additions to all vintage accounts of the
taxable year during the first half of the tax
able year as occurring on the first day of
the taxable year; and (b) additions to all
vintage accounts of the taxable year during
1. Eligible Property.—"Eligible prop the second half of the taxable year as oc
curring on the first day of the second half
erty” means property which is used in a
trade or business or held for the produc of the taxable year. The alternative form
tion of income, but only if—(a) An asset of modified half-year convention shall be
guideline class and period are in effect for applied by treating all additions to all vin
such property for the taxable year of elec tage accounts of a taxable year as occur
ring on the first day of the second quarter
tion; (b) The property is tangible personal
property, or is other tangible property (not of the taxable year. The half-year conven
including a building or its structural compo tion shall be applied by treating all addi
nents) which (i) is used as an integral part tions to all vintage accounts of the taxable
of manufacturing, production, or extrac year as occurring on the first day of the
tion or of furnishing transportation, com second half of the taxable year.
munications, electrical energy, gas, water,
4. Vintage.—The “vintage" of an ac
or sewage disposal services, or (ii) consti
tutes research or storage facilities used in count refers to the taxable year during
connection with any of the activities de which the eligible property in the account
is first placed in service. The account will
scribed in (i) of this paragraph; (c) The
property is first placed in service by the consist of one asset, or a group of assets,
taxpayer after December 31, 1970; and (d) within a single asset guideline class. Any
During the taxable year of election, the number of vintage accounts of a taxable
property is predominantly used within the year may be established for different assets
United States. If pre-1971 property placed of the same asset guideline class. “Used
in service by a transferor prior to 1971 is property" may not be placed in a vintage

account with new property. Also, property
entitled to special treatment, such as, sec
tion 167(f), may not be placed in a vintage
account with property not entitled to the
same special treatment. You should indi
cate in Part I, Column A, the vintage of the
account by placing the last two digits of the
year the assets were first placed in service
after the asset guideline class number. For
example: 00.1-71 would indicate office fur
niture, etc. first placed in service in 1971.
A "special basis vintage account” should
be identified by placing an "I" before the
asset guideline class number and vintage.
See instruction 14 and Regs. sec. 1.167
(a)-11(d)(3)(vi) for special basis vintage
accounts.
5. Asset Guideline Class and Period.—
All eligible property should be properly clas
sified in a category for which an asset
guideline class has been established by
Revenue Procedure 71-25. Property is
classified according to the activity in con
nection with which it is primarily used.
Each asset guideline class has an asset de
preciation range from which you must se
lect a period (whole or whole and half
year) for each vintage account.
6. Unadjusted Basis.—The unadjusted
basis of an asset is its cost or other basis
without any adjustment for depreciation
(except for additional 1st year deprecia
tion allowable under section 179) and
amortization, but with other adjustments
required under section 1016 or other ap
plicable provisions of the law. If an elec
tion is made to apply the standard form
of modified half-year convention by tak
ing a full year’s depreciation on prop
erty first placed in service in the first half
of the taxable year, you must enter the
total cost or other basis of all eligible prop
erty first placed in service in the first half of
the taxable year in Part I, Column B(1),
and the total cost or other basis of all
eligible property first placed in service in
the last half of the taxable year in Part I,
Column B(2) for the first year of the elec
tion. For the following years, combine the
totals and enter in Column B(2). For all
other conventions, enter the total cost or
other basis in Column B(2).
7. Salvage.—Generally gross salvage
value is the amount which is estimated
will be realized upon a sale or other dis
position of the property in the vintage ac
count when it is no longer useful in the
trade or business or in the production of
income and is to be retired from service.
Gross salvage value must be estimated
without reduction for the cost of removal,
dismantling, demolition, or similar opera
tions. Salvage of a vintage account may
be reduced by an amount which does not
exceed 10% of the unadjusted basis of
the personal property in the account (sec
tion 167(f)(2)). See Regs. sec. 1.167(a)11(d)(1)(v) for special rule on adjustment
of salvage value by the Internal Revenue
Service. Regs. sec. 1.167-11(d)(3) (vii)
and (viii) prescribes options for the reduc
tion of salvage when assets are retired. In
addition, salvage value is reduced when the
reserve for depreciation exceeds the unad
justed basis of the account less the esti
mated salvage value. Any such special
reduction in salvage should be entered in
Part I, Column (C)3.
8. Depreciation Allowance.—The allow
ance for depreciation of property in a vin
tage account shall be determined by using
the method of depreciation adopted for the
account and a rate based upon the asset
depreciation period for the account se
lected from the asset depreciation range.
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In applying the method of depreciation
adopted, the annual allowance for deprecia
tion of a vintage account shall be deter
mined without adjustment for the salvage
value of the property in such account ex
cept that no account may be depreciated
below the reasonable salvage value of the
account. The depreciation allowable for a
taxable year with respect to a vintage ac
count may not exceed the amount by which
(as of the beginning of the taxable year) the
unadjusted basis of the account exceeds
(1) the reserve for depreciation established
for the account plus (2) the salvage value
of the account.

9. Depreciation Methods.—The meth
ods of depreciation permitted by Regs. sec.
1.167(a)—11 (c)(1) are:
Straight line method.—The depreciation
for each year is determined by dividing the
unadjusted basis of the vintage account by
the asset depreciation period selected from
the asset depreciation range.

Declining balance method.—Apply a uni
form rate which is not in excess of twice
the straight line rate to the adjusted basis
(unadjusted basis less the reserve for de
preciation) of the vintage account. The rate
of depreciation for used property under this
method may not exceed 1½ times the
straight line rate.

Sum of the years-digits method.—Com
pute the deduction for each year by multi
plying the unadjusted basis of the vintage
account by a fraction, the numerator of
which is the number of years remaining
in the asset depreciation period selected
for the account and the denominator of
which is the sum of all the year's digits
in such period.
Limitation of methods.—The same
method of depreciation must be adopted
for all property in a single vintage account.
The straight line method may be selected
for any vintage account; however, the de
clining balance method, or the sum of the
years-digits method may only be selected
for a vintage account if the asset deprecia
tion period is 3 years or more and con
tains "original use” property. The term
"original use” property means the first use
to which the property is put, whether or
not such use corresponds to the use of
such property by you. If the vintage ac
count contains property the original use
of which does not commence with you,
or if the asset depreciation period for
the account is less than 3 years, you may
not use the declining balance method or
the sum of the years-digits method. How
ever, the declining balance method using a
rate not in excess of 150 percent of the
straight line rate may be adopted for
the account even if the original use of the
property does not commence with you pro
vided the asset depreciation period for the
account is at least 3 years. See sections
167(c) and 167(j) for further limitations on
methods of depreciation for certain prop
erty.

10. Reserve for Depreciation.—The de
preciation reserve for a vintage account
consists of the accumulated depreciation
allowable with respect to the vintage ac
count, increased by the adjustments for
ordinary retirements, by the adjustments
for reduction of the salvage value of a

vintage account, and by the adjustments
for transfers to supplies or scrap, and de
creased by the adjustments for extraordi
nary retirements and certain special retire
ments, by the adjustments for property
removed from a vintage account, and by
the excess of the reserve over the unad
justed basis of the vintage account in cer
tain circumstances described in Regs. sec.
1.167(a)-11(d)(3)(ix)(a). The adjustments
to the depreciation reserve for ordinary re
tirements during the taxable year shall be
made as of the beginning of the taxable
year. The adjustments to the depreciation
reserve for extraordinary retirements shall
be made as of the date the retirement is
treated as having occurred in accordance
with the first-year convention. See Regs,
sec. 1.167(a)—11(c)(1)(ii) for time other
adjustments are made. Increases or de
creases as set forth in Regs. sec. 1.167
(a)—11(c)(1)(ii) to a depreciation reserve
of a vintage account should be entered in
Part I, Column F(2) or F(3).
11. Change in Method.—During the
asset depreciation period for a vintage ac
count, you are permitted to change from
the declining balance method of deprecia
tion to the sum of the years-digits method
of depreciation and from a declining bal
ance method of depreciation or the sum of
the years-digits method of depreciation to
the straight line method of depreciation
with respect to such account. No other
changes in method are permitted. The
change in method applies to all property in
the vintage account and must be adhered
to for the entire taxable year of the change.
If you elect to change the method of depre
ciation for any vintage account, you must
submit a statement setting forth the vin
tage account for which a change was made
and the computation of depreciation allow
able under the new method for the year
of change (See Question D, Part 1).

12. Extraordinary Retirement.—The re
tirement of an asset from a vintage ac
count in a taxable year is an “extraordinary
retirement” if—(a) the asset is retired as
the direct result of a casualty or (b)(1) the
asset is retired (other than by transfer to
supplies or scrap) in a taxable year as the
direct result of a cessation, termination,
curtailment, or disposition of a business,
manufacturing, or other income producing
process, operation, facility or unit, and (2)
the unadjusted basis of all the assets so
retired in such taxable year from such ac
count as a direct result of such event ex
ceeds 20 percent of the unadjusted basis
of such account immediately prior to such
event. In general, all accounts of the same
vintage with the same asset depreciation
period, from which the retirements occur
as a result of such event, are treated as
a single vintage account. Gain or loss shall
be recognized upon an extraordinary re
tirement in the taxable year in which it
occurs unless the transaction is governed
by a special nonrecognition section of the
Code.
13. Ordinary Retirement.—An
"ordi
nary retirement" is any retirement from a
vintage account which is not treated as an
"extraordinary retirement.” All proceeds
from ordinary retirements are added to the
depreciation reserve of the vintage account
from which the retirement occurs. If the
depreciation reserve exceeds the unad-
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justed basis of the vintage account after
adding the retirement proceeds, the excess
will be recognized as gain. No loss shall be
recognized upon an ordinary retirement.
The unadjusted basis of the asset retired
in an ordinary retirement is not removed
from the vintage account and the depre
ciation reserve for the vintage account is
not reduced by the depreciation allowed for
the retired asset. The unrecovered basis of
the retired asset will be recovered through
the allowance for depreciation with respect
to the vintage account.
14. Repairs.—A yearly election must be
made either to use or not to use the "repair
allowance” for an asset guideline class.

Repair Allowance.—The repair allowance
for an asset guideline class is an amount
equal to—(a) The average of (1) the un
adjusted basis of all "repair allowance
property” (eligible property determined
without regard to whether first placed in
service before or after December 31, 1970)
in the asset guideline class at the begin
ning of the taxable year, less in the case
of such property in a vintage account the
unadjusted basis of all such property re
tired in an ordinary retirement in prior tax
able years, and (2) the unadjusted basis
of all “repair allowance property" in the
asset guideline class at the end of the tax
able year, less in the case of such property
in a vintage account the unadjusted basis
of all such property retired in an ordinary
retirement in prior taxable years and dur
ing the taxable year, multiplied by (b)
The repair allowance percentage in effect
for the asset guideline class for the taxable
year. The “repair allowance percentages"
are set forth in Revenue Procedure 71-25.
Expenditures (not including an “excluded
addition”) paid or incurred during the
taxable year for the repair, maintenance,
rehabilitation or improvement of repair al
lowance property in the asset guideline
class may be deducted up to the extent of
the repair allowance percentage for the
asset guideline class. The excess should
be capitalized in a single vintage account
("Special basis vintage account”) of the
taxable year. An excluded addition may
not be deducted under the repair allow
ance. Excluded additions are capital ex
penditures for an additional identifiable
unit of property, or which substantially in
crease the productivity or capacity of an
existing identifiable unit of property, or
adapt it for a substantially different use.
(See Regs. sec. 1.167(a)-11(d)(2).) The
repair allowance for the taxable year may
be applied only if you maintain books and
records sufficient to determine the informa
tion reasonably required for its application.
Deduction or capitalization of expenditures
for which the repair allowance is not elected
shall be determined without regard to Regs,
sec. 1.167(a)-ll. See section 162 and
263. Lines 22 and 23, Part II are informa
tion items only, but must be completed in
order to elect the ADR system. If sufficient
books and records are not maintained, any
reasonable method consistently applied
may be used to allocate expenditures be
tween repair allowance property and other
property solely for the purpose of lines 22
and 23.
15. Asset Retirements.—Part III.—Do
not report in this part assets that are trans
ferred from a vintage account to supplies.
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Department of the Treasury
Internal Revenue Service

Annual Employer’s Return for Employees’
Pension or Profit-Sharing Plans

type or print
Please

1971
19

1971 and ending

For the calendar year 1971, or fiscal year beginning

Employer identification number

Name of employer

Address (number and street)

City or town, State, and ZIP code

Give the number of plans covered by this return
Note: A separate Schedule A is required for each.

1

2 Give the number of fund accounts covered by this return......................
Note: A separate Form 4849 is required for each, unless filed by the fiduciary.

Employer type of entity:
(a) □ Corporation (other than Subchapter S)
(d) □ Partnership

3

(b) □ Corporation (Subchapter S)
(e) □ Tax exempt organization

(c) Q Sole proprietorship
(f) □ Trust or estate (taxable)

(a) Have you been granted an extension of time for filing the income tax return (Form 1040, 1120,
etc.) or other applicable return (Form 990) required of the respective employer type entity
listed in item 3?.......................................................................................................................................

4

□ Yes

□ No

(b) If the answer to question 4(a) is “Yes,” give the date to which such extension has been granted.
(See General Instruction C.)................................................................................................................. ....................................
Number of
Employees

5

Coverage relating to all plans as of the end of the employer's taxable year or annual
accounting period:
(a) Total employed..................................................................................................................
(b) Total not covered by any plan......................................................................................
(c) Total covered by at least one plan (line 5(a) less line 5(b))......................................

6

(a) Has the total number of participants for any plan in effect for the current year decreased by more
than 20% from the number of participants in such plan for the previous year?.................................
(b) Have you closed a plant or division employing plan participants?............................................................

Amount of Non
deferred Compensation

□ Yes
□ Yes

□

No

□ No

(c) If the answer to question 6(a) or 6 (b) is "Yes,” give the two-digit serial number(s) of the respective
plan(s) involved. (See item 2 of General Instruction E.)........................................... ................................
(d) Give the two-digit serial number of each plan which you have treated as partially terminated , .__________________
Enter amount of deduction claimed for contributions made to all plans. (If a non-taxable employer,
enter amount of contributions made.) (Do not include amounts on Form 2950SE.)........................... $_______________

7

______________________________________ (Applicable to All Taxable Employers)______________________________________
8 Are any of your employees covered under both a profit-sharing and a pension plan?...........................
□ Yes □ No
If “Yes," complete lines 9 through 17.

Overlapping Pension and Profit-Sharing Plans—Limitation under Section 404(a)(7)
(Applicable only when an employee is covered under both a pension and a profit-sharing plan)

Total nondeferred compensation paid or accrued for:
(a) All employees.................................................................................
(b) All employees under both a pension and a profit-sharing plan
10 30% of compensation otherwise paid or accrued to employees who are beneficiaries under such
overlapping plans in the year.................................................
11 25 percent of covered compensation in year...........................
12 Total amount otherwise deductible for year (from Schedule(s) A)

9

13
14
15
16
17

$

Smaller of line 11 or 12.................................................................
Carryover from prior year under section 404(a)(7) ....
Sum of lines 13 and 14........................................... .....
Allowable deduction for year under section 404(a)(7). (Lesser of line 10 or 15.) . . .
Carryover to succeeding year under section 404(a)(7). (Line 12 plus line 14 minus line 16.)

Under penalties of perjury, I declare that I have examined this return. Including accompanying schedules and statements, and to the best of my knowledge and belief it Is
true, correct, and complete. If prepared by a person other than the employer, his declaration is based on all information of which ha has any knowledge.

The Internal Rev
enue Service
does not require
a seal on this
form, but if one
Is used, please
place It here.

Date ........... ..................................... .......... . ........................

Date...............

Signature of employer

........ Signatureof individual or firm preparing the return

Address
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30-129

Schedule A, Form 4848
SCHEDULE A
(Form 4848)
Department of the Treasury
Internal Revenue Service

Annual Status Report of an Employees’
Pension or Profit-Sharing Plan
► Attach to Form 4848.

A separate schedule is required for each plan adopted by an employer.

For the calendar year 1971. or fiscal year beginning

, 1971 and ending

Name of employer as shown on Form 4848

Part I

1971

_ ___________________ , 19. —_
Employer identification number

Characteristics of Plan (Applicable to All Employers)

1 Name of plan

2 Serial number you have assigned to this plan

3 Type of plan
4 Initial effective date of plan
5 Effective date of most recent amendment to plan
□ Pension
□ Profit-sharing
6 Were any changes made in the name of the plan since last report?...........................................................
□ Yes □ No
(a) If "Yes," give previous name

7 Was this plan terminated or a resolution to terminate the plan adopted during the year?......................
(a) If "Yes,” attach Form 966-P and give effective date of termination ►

8 Name of fund or fiduciary account. (If funded through payments by an employer
directly to an insurance carrier, write "Employer Fiduciary Account.”)

□ Yes

□ No

9 Fund identification number (See Instruc
tion E)

10 Is plan currently a qualified plan under the Internal Revenue Code?.................................................................
(a) If "Yes,” give symbol and date of most recent Internal Revenue Service determination letter (if
determination not requested, write "None”).

Symbol ►______________________________________________ Date ►___________________
(b) If "No,” and a trust is involved, did the fiduciary file Form 1041?.................................................

□ Yes

□ No

□ Yes

□ No

(c) If “No,” and you made contributions for your employees whose rights to which are not subject to a
□ Yes
substantial risk of forfeiture, did you file Forms W-2 for this year?.....................................................................

□ No

□ Yes

□ No

□ Yes
12 Is plan patterned on a master or prototype plan design?............................................................................
(a) If "Yes,” give Internal Revenue Service serial number ►_____________________________________
(b) On an industry-wide or area-wide union-negotiated plan design?............................................................... □ Yes

□ No

11 Are qualification requirements met by this plan alone?............................................................................
(a) If "No,” give serial number(s) you have assigned to other plans which, taken together, meet qualifica
tion requirements

□ No

13 Indicate who maintains the detailed records with respect to each individual participant under the plan
(a) □ Employer
(d) □ Fiduciary of a tax-exempt employer’s fiduciary account
(b) □ Committee (or other group) representing employer
(e) □ Insurance carrier
(c) □ Fiduciary of the plan's sec. 401 trust or custodial ac(f) □ □ Other (specify) ►______________________________
count

14 Indicate who makes the payments (checks or other distributive
(a) □ Employer
(b) □ Committee (or other group) representing employer
(c) □ Fiduciary of the plan’s sec. 401 trust or custodial ac
count
(d) □ Fiduciary of a tax-exempt employer’s fiduciary account

documents) to each beneficiary under the plan
(e) □ Insurance carrier
(f) □ Other (specify) ►_______________________
(8) □
you checked boxes (a) or (b), have
you filed information return Forms
W-2P or 1099, when required, with
respect to such payments? . . . □ Yes

15 Were employer contributions used to pay premiums for life insurance on your employees under this plan?.
(a) If "Yes,” was the cost of such insurance included on Forms W-2 or 1099?......................................

□ Yes
□ Yes

□ No
□ No
□ No

16 Has the fiduciary agreed in writing to file the financial information required on Form 4849 with respect to
the fund for this plan?.......................................................................................................................................
□ Yes □ No
(a) If "Yes,” give the name, fiduciary identification number and address of the fiduciary.
Name ►_______________________________________ Fiduciary identification number ►_______________________

Address ►____________________________________________________________________________________________

(b) If "No,” you must complete and file Form 4849 for such fund.
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17 Indicate the general eligibility requirements for participation
under the plan

18 Is the plan
(a) □ Contributory

(b) □ Non-contributory
(a) □ Hourly-rate employee only
Is the plan integrated with
(b) □ Salaried employee only
(a) Social security (OASI)
(c) □ Either salaried or hourly-rate employee
(b) Railroad retirement .
(d) □ Other job class (specify) ►_____________________
(c) Other (specify) ►
(e) Length of service (number of years) ►_______ ______
(f) Minimum age (specify) ►_________________________
(g) Maximum age (specify) ►_________________________
(h) Minimum pay (specify) ►
20 Check the appropriate boxes to indicate the types of benefits provided under the plan

.

.

.

.

-

_

□ Yes
□ Yes
□ Yes

□ No
□ No
□ No

(f) □ Death benefit (other than survivor annuity) after
(a) □ Normal retirement—at age (specify) ►____________
retirement
(b) □ Early retirement—at age (specify) ►______________
(g) □ Medical care and hospitalization
(c) □ Disability retirement
(h) □ Accidental death and dismemberment
(d) □ Survivor annuity option
(i) □ Disability income (sickness, accident)
(e) □ Death benefit (other than survivor annuity) before
(j) □ Savings (not restricted to retirement)
retirement
21 Check the appropriate boxes to indicate vesting provisions (including early retirement, if applicable), of the plan
(a) □ Full and immediate
(b) □ No provision for vesting prior to normal retirement or termination of plan
(c) Full vesting based on:
□ Service
□ Participation
□ Attained age
□ Other (specify) ►________
Number of years—
(v) □ 50-54
(i) □ Any age
(ii) □ Under 30
(vi) □ 55-59
(i) □ 5 years or less
(vii) □ 60-64
(ii) □ 6-10 years
(iii) □ 30-39
(iii) □ 11-15 years
(iv) □ 40-49
(viii) □ 65 and over
(iv) □ More than 15 years
(d) If the plan provides for graduated vesting (including early retirement, if applicable), indicate the number of years of service
or participation, and the minimum age at which 50% vesting occurs

______ (i) Number of years

_______________________________ (ii) Attained age

_____________

22 If a pension plan, indicate method of determining amount of retirement benefit
(a) □ Unit benefit
(c) □ Money purchase benefit
(b) □ Flat benefit____________________________________ |
(d) □ Other (specify) ►
23 If a profit-sharing plan, furnish the forfeitures during the current year
(a) Number of participants►
|
(b) Amount ► $_____________
24 Coverage of plan, based on reasonable estimates
(a) Total employed during the year . .
(b) Exclusions under plan (do not count
an employee twice):
(i) Part-time (20 hours or less) .
(ii) Seasonal (5 months or less) . .
(iii) Years of service...........................

(c) Total exclusions (sum of (b)(i) through
(Hi))......................................................
(d) Balance (line (a) minus line (c))
(e) Ineligible under plan on account of (do
not count an employee twice):
(i) Minimum age...........................
(ii) Maximum age...........................
(iii) Minimum pay...........................
(iv) Hourly-paid................................
(v) Other ...........................................
(f) Total ineligible (sum of (e)(i) through
(v)) . . . ' ......................................
(g)

Total exclusions and ineligibles (sum of
(c) and (f))......................................

(h)

Number eligible to participate (line (a)
less line (g))......................................

(i) Number eligible but not participating .
(j) Number of participants fully
vested and number of partici
pants in plan. (If the plan
covers 100 employees or more,
only line (vi) of each column
needs to be completed):

(i)

Corporate officers and
shareholders
(5%
or
more)..............................

(ii)

Owner-employees

Total number
participating

(iii) Other self-employed per
sons .....................................

(iv)

Supervisors not included
in (j)(i), (ii) or (iii) .
.

(v)

Other employees

(vi)

Total
(sum of
through (v)) .

(j)(i)
.
.

25 (a) Were all employer contributions to this plan paid on account of the taxable year during such year, or,
if an accrual basis taxpayer, by not later than the time for filing the tax return (including any
extensions thereof)?..................................................................................................................................................................

□ Yes

□ No

(b) Give the date of the last payment made after the close of the taxable year
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Statement in Support of Deduction for Employer Contributions to a Qualified Profit-Sharing Plan
(Not applicable to tax-exempt organizations—Complete only If this Schedule A relates to a profit-sharing plan)
Employer taxable year ended (Month and day)

1965
1 Contributions paid for the year .

2

1966

1967

.

Contributions canted over from prior

year.

3

Total contributions for year subject
to limitations under section 404

(a)(3) (sum of lines 1 and 2) .

.

4 Primary limitation: 15 percent of
compensation paid all participants .

5 Allowable deduction for year under
primary limitation (lesser of line 3

or 4)....................................................

6

Secondary limitation (applicable
only to year in which primary limi
tation on line 4 is less than total
contributions on line 3):

(a) Twice

primary

on

limitation

line 4............................................

(b) Aggregate (cumulative) primary

limitations for all years (prior
years through current year) .

(c) Aggregate

(cumulative)

prior

years' allowable deductions .

(d)

Excess of (b) over (c)

(e) Lesser of (a) or (d)

.

.
.

.
.

7 Allowable deductions for year under

section 404(a)(3)
5 or 6(e))

8

(larger of line

.............................................

Contributions carried over to suc
ceeding year (line 3 minus line 7) .

Statement in Support of Deduction for Employer Contributions to a Qualified Pension Plan
(Not applicable to tax-exempt organizations—Complete applicable subparts only if this Schedule A relates to a pension plan)

Subpart A.—Actuarial Methods and Assumptions
(Applicable to each pension plan of a taxable employer other than money purchase plans
and those funded exclusively by individual or group deferred annuity contracts)

1 Give name and address of person providing actuarial data ►______________________________________________________________________________

2 State actuarial method used in most recent valuation ►_____________________________________________________
3 Give valuation date of most recent actuarial valuation ►_____________________________________________________

4 Are the actuarial methods and assumptions the same as those used in the preceding valuation? .

□ Yes

□ No

5 Give the date of the last change in the actuarial assumptions or methods ►

Subpart B.—Employer Contribution Carryover
(If a carryover is involved, complete for each of the six taxable years, prior to the current year, without regard to the limitation
under section 404(a)(7) pertaining to overlapping pension and profit-sharing plans. This Subpart is applicable to each pension

plan of a taxable employer)

2 Amount contributed

1 Year ended

(a).

4 Cumulative carryover to succeeding year (col. 4
from previous year, plus col. 2 for current year,
less col. 3 for current year)

., 19____

(b).

. 19

(c).

. 19

(d)

. 19

(e) .
(f)

19 _
. 19
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3 Amount deductible

.
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Subpart C.—Computation of Allowable Deduction to Pension Plan
(Applicable to each pension plan regardless of actuarial method used)

1 Contributions paid for the year (Enter forfeitures applied this year $

)..........................

2 Contribution carryover from prior year (from column 4, line (f), Subpart B).............................................

3 Total contributions subject to limitations (sum of lines 1 and 2)...........................................................
4 Full funding limitation from Subpart D (if calculated for the current year)........................................... —
5 Limitation applicable to year without regard to limitation under section 404(a)(7) for overlapping pension
and profit-sharing plans (from Subpart E, F, G, or H, if applicable)......................................................
6 Allowable deduction for year under section 404(a)(1) or (2). (Smallest of line 3, 4, or 5.) .
Note:

If the amount shown on line 6 of Subpart C is not identical to the amount claimed for this plan on
the income tax return, attach a statement of reconciliation
Limitations Under Alternative Actuarial Methods—Complete Applicable Subpart D, E, F, G or H
Subpart D.—Computation of Allowable Deduction to Pension Plan Under Full Funding Limitation
(Not applicable to plans funded exclusively by individual or group deferred annuity contracts)

1 Accrued liability on valuation date ►

...........................
(Valuation date)

2 Total assets as of valuation date.................................................................................................................
3 Employer contributions to be deducted and included in line 2.................................................................
4 Adjusted assets (line 2 minus line 3)............................................................................................................
5 Excess of line 1 over line 4, adjusted for interest to end of year (include negative amounts) .
. .
6 Normal cost for year as of end of year, less interest on plan contributions to end of year ....
7 Allowable deduction for unfunded accrued liability (line 5 plus line 6)......................................................

Subpart E.—Computation of Allowable Deduction to Pension P an Under Primary Limitation of Section 404(a)(1)(A)

1 Total nondeferred compensation paid or accrued during taxable year to all employees covered by this plan......................
2 5 Percent of compensation on line 1—or lower limitation, if applicable................................................
Subpart F.—Computation of Allowable Deduction to Pension Plan Under “Level Method”
Limitation of Section 404(a)(1)(A) and (B)

1 Complete Subpart E and enter amount from line 2 of that Subpart......................................................
Excess allowable deduction under "level method” over amount on line 1...........................................
3 Allowable deduction under "level method” (sum of lines 1 and 2)......................................................
2

Subpart G.—Computation of Allowable Deduction to Pension Plan Under “Normal Cost”

Method Limitation of Section 404(a)(1)(C)
(If plan is fully funded, omit lines 1 through 6)

1 Past service base:
(a) Original past service base ►_____________________________________________________ .

._________________

(Give effective date)

(b) Supplemental past service base...................................................................................................................................................
2 Total past service base (sum of lines 1(a) and 1(b))........................................................................................................................
3 Fully funded and deducted portion of past service base...................................................................... .......................................
4 Standard base (line 2 minus line 3)
...................................................................................................... .......................................
5 Special base, if used..............................................................................................................................................................................
6 10 percent of line 4 or 5, whichever is applicable . .
...................................................................................................................
7 Normal cost (current year’s service cost)................................................................................................. .......................................
8 Total allowable past and current year service costs (sum of lines 6 and 7)_____________________ ___________________
9 Credits and gains............................................................................................................................................ .......................................
10 Allowable deduction under “normal cost” method (line 8 minus line 9)..........................................
Subpart H.—Computation of Allowable Deduction to Pension Plan Under “Individual
Annuity Contract” Method Limitation of Section 404(a)(2)

1 Gross annual premiums under "individual contract plan” (see instructions)_____________________ ___________________
2 Dividends and other credits, if any (not applicable if used to increase benefits)........................................................................
3 Allowable deduction for net premiums due (line 1 minus line 2)........................................................... ........................................
Part IV

Deduction for Nonqualified, Funded, Pension or Profit-Sharing Plan
(To be used by all employers with such plans)____________________________________________________

1 Amount of deduction claimed (or contributions made by a tax-exempt organization)

.

2 Did all employees, for whom contributions were made, have rights not subject to a substantial risk of

forfeiture (as defined in section 83)?......................................................................................................

_______ □ Yes

□ No
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Department of the Treasury

Internal Revenue Service

Instructions
For Form 4848
and Schedule A
(Form 4848)
(References are to the Internal Revenue Code.)

General Instructions
A. Who Must File.—Every employer
(including an organization exempt from
tax under section 501(a)) who has
adopted a pension, profit-sharing or
other funded deferred compensation
plan—regardless of whether or not
such plan is qualified under the Internal
Revenue Code or whether a deduction
is claimed for the current taxable
year—must file Form 4848.
For exceptions to filing requirements
for religious organizations, etc., see
section 6033 and the regulations there
under. Employers who file Form 990
as a group return may also file Form
4848 for the group.
B. Requirements for Attachments to
Return:

1. Schedule A.—A separate Sched
ule A, Annual Status Report of an Em
ployee’s Pension or Profit-Sharing
Plan, is required to be completed
for each plan adopted by you. Sched
ule(s) A must be attached to the Form
4848.
Part I.—This part of Schedule A
provides for the reporting of charac
teristics and coverage with respect
to each plan and is to be completed
by all employers, including those
that have only self-employed indi
viduals participating. For those taxexempt organizations that have
adopted tax-sheltered annuity ar
rangements under section 403(b),
all such arrangements should be re
ported as constituting a single plan.

Note: See Part IV of Specific Instruc
tions regarding contributions made
with respect to section 403(b)
annuities.
Parts II and III.—These parts pro
vide for the computation of allowable
deduction with respect to contribu
tions made to a plan by taxable em
ployers. For the purpose of complet
ing these parts, if applicable, the
term "contributions” does not in
clude contributions made on behalf of
self-employed individuals. These
parts are not required to be com
pleted by tax exempt organizations

30-134

regardless of whether there is unre
lated taxable income under section
512.
2. Form 4849.—A separate Form
4849, Financial Statement of Employ
ees' Pension or Profit-Sharing Fund or
Fiduciary Account, is required for each
fund or fiduciary account through which
one or more of your plans are financed.
However, in the case of a nonqualified
plan whose trust is required to file Form
1041, Form 4849 need not be filed. For
all other plans, Form 4849 is to be at
tached to Form 4848 unless a fiduciary
has agreed in writing to file Form 4849
with his Form 990-P return.

If, by the terms of the trust inden
ture or other written notice or contract,
the fiduciary is obligated to file Form
4849 with respect to the trust or cus
todial account, you should so indicate
by checking the "Yes” box and write in
the name, fiduciary identification num
ber and address of the fiduciary in line
16, Part I of Schedule A for the plan
or plans involved.
A tax-exempt organization making
payments directly to a fiduciary (plan
administrator or association), who is
not the trustee of a trust described in
section 401(a) need not file Form 4849
for taxable years beginning before
1972. Such tax-exempt organizations
should furnish the name, fiduciary iden
tification number and address of the
fiduciary on line 16(a), Part I of Sched
ule A; and on line 16(b), write “fiduciary
not required to file Form 990-P.”
3. Other

Statements.—If

more

space is needed or if explanatory, de
tailed statements are required, attach
these supporting statements in the
same order as the official forms. Also
enter the totals shown on the support
ing statements on the appropriate lines
of the official forms.

C. When to File.—Form 4848 is to
be filed on or before the latest of the
following: the 15th day of the 5th month
following the close of the employer's
taxable year, the due date of the income
return, including extensions thereof, or
August 15, 1972. This return must be
prepared in accordance with the method
of accounting regularly employed by you
in keeping your books. If the trust, cus
todial or fiduciary account through
which a plan is funded has a different
fiscal year ending from yours, the fi
nancial information required on Form
4849 should be that reflected on the
books of the trust, custodial or fiduciary
account ending within or with your fis
cal (taxable) year.
An extension of time for filing Form
4848 will be granted automatically, if
you have been granted an extension of
time for filing your income tax return
(Form 1040, 1120, etc.) or other appli

cable return (Form 990). Accordingly,
the extended due date for filing Form
4848 will be the date to which an ex
tension for filing your income tax return
or other applicable return has been
granted. Acopy of any extension granted
is not required to be attached to Form
4848.

D. Where to File.—For all persons,
except exempt organization and foreign
corporation employers, this return shall
be filed with the appropriate Internal
Revenue office indicated below.
If this return Is filed
before July 1, 1972,
and the principal place
of business or office of
an organization is lo
cated in

Delaware, District of
Columbia, Maryland, New
Jersey, Pennsylvania,

Alabama, Florida, Georgia,
Mississippi, North Carolina.
South Carolina, Tennessee

Use this address

Internal Revenue Service
Center
11601 Roosevelt
Boulevard
Philadelphia, Pa.
19155
Internal Revenue Service
Center
4800 Buford Highway
Chamblee, Georgia
30006

Indiana, Kentucky,
Michigan, Ohio. West
Virginia
Arkansas, Colorado. Kansas,
Louisiana, New Mexico,
Oklahoma, Texas, Wyoming

Internal Revenue Service
Center
Cincinnati, Ohio 45298
Internal Revenue Service
Center
3651 S. Interregional
Highway
Austin, Texas 78740

Alaska, Arizona, California,
Hawaii, Idaho, Montana,
Nevada, Oregon, Utah,
Washington

Internal Revenue Service
Center
1160 West 1200 South
Street
Ogden. Utah 84405
Internal Revenue Service

Illinois, Iowa, Minnesota,
Missouri, Nebraska. North
Dakota, South Dakota,
Wisconsin
Connecticut, Maine,
Massachusetts, New
Hampshire, New York,
Rhode Island, Vermont
If this return is filed
after June 30, 1972,
and the principal place
of business or office
of an organization is
located in
New York City and
counties of Nassau,
Rockland, Suffolk, and
Westchester
New York
(all other counties),
Connecticut, Maine,
Massachusetts, New
Hampshire, Rhode Island,
Vermont
Alabama, Florida, Georgia,
Mississippi, South Carolina
Michigan, Ohio
Arkansas, Kansas, Louisiana,
New Mexico, Oklahoma,
Texas
Alaska, Arizona, Colorado,
Idaho, Minnesota, Montana,
Nebraska, Nevada, North
Dakota, Oregon, South
Dakota, Utah, Washington,
Wyoming
Illinois, Iowa, Missouri,
Wisconsin
California, Hawaii

Indiana, Kentucky, North
Carolina, Tennessee,
Virginia, West Virginia
Delaware, District of
Columbia, Maryland,
Pennsylvania, New Jersey*

2306 E. Bannister Road
Kansas City, Missouri
64170
Internal Revenue Service
Center
310 Lowell Street
Andover, Mass. 01812

Use the following In
ternal Revenue Service
Center address

1040 Waverly Avenue
Holtsville, New York
11799

310 Lowell Street
Andover, Mass. 01812

4800 Buford Highway
Chamblee, Georgia 30006
Cincinnati, Ohio 45298
3651 S. Interregional
Highway
Austin, Texas 78740
1160 West 1200 South
Street
Ogden, Utah 84405

2306 E. Bannister Road
Kansas City, Mo. 64170
5045 East 8utler Avenue
Fresno, California 93730
3131 Democrat Road
Memphis, Tennessee
38110
11601 Roosevelt Boulevard
Philadelphia, Pa. 19155

*New Jersey returns filed after September 30,
1972, should be mailed to 1040 Waverly Avenue,
Holtsville. New York 11799.

Instructions
All exempt organization and foreign
corporation employers should file their
Form 4848 returns with the Internal
Revenue Service Center, 11601 Roose
velt Boulevard, Philadelphia, Pennsyl
vania 19155.

E. Identification

Numbers

and

Names.—To assure the correct identi
fication of employers, their plans as
well as the related funds and their
fiduciaries, care must be taken to pro
vide valid identification numbers and
current names for each of these en
tities. They are cross-referenced and
correlated in the master files of the
Internal Revenue Service. In order to
facilitate this cross-referencing and
correlation you should furnish the
fiduciary handling the trust or custodial
account, your employer identification
number and two-digit serial number
(discussed below) you have assigned
to your respective plan(s).
1. Employer.—Every employer must
have his own identification number
which is linked to his name and ad
dress. This information should be
shown correctly on Form 4848 as
well as on Schedule A and Form 4849.
Annual returns are pre-addressed by
our ADP systems. Employers should
disregard the pre-addressed label used
for mailing the 1971 return and enter
in the applicable lines of the form their
name, address, including ZIP code, and
employer identification number. The
employer's number is required to
identify each plan he has adopted.
2. Plan.—A two-digit serial number
should be assigned by the employer to
each plan he has adopted. This serial
number, beginning with "01," is used
to differentiate a given plan from all
other plans adopted by the same em
ployer. In the case of master, prototype,
industry, or area-wide union-negotiated
plan design, a plan will generally have
the same name, but will have a differ

ent employer identification number and
serial number for each employer who
adopted or contributes to the plan.
3. Fund.—Every trust or custodial
account must have its own employer
identification number which is linked to
the name of the fund and should be
shown correctly on Schedule A and
Form 4849. Do not use the separate
employer identification number of the
fiduciary or of the employer contribut
ing to the fund. However, in those cases
where the employer (or a committee
or a group representing the employer)
makes payments directly to an insur
ance carrier without the intervention of
a trust or custodial account, write “Em
ployer Fiduciary Account" to identify
the name of the fund or fiduciary ac-

count and leave the line for the fund
identification number blank. A taxexempt organization making payments
directly to a fiduciary (plan administra
tor or association), who is not the
trustee of a trust described in section
401(a), should enter the name of the
fiduciary and its identification number.

4. Fiduciary.—Each fiduciary must
show its own employer identification
number for purposes of correctly identi
fying the entity responsible for filing
the Form 990-P. To permit correct
correlation of the information contained
on the Form 990-P with correspond
ing data on the Form 4848 filed by
employers, the fiduciary’s employer
identification number should be cor
rectly shown on the applicable lines of
Schedule A and Form 4849.

F. Signature and Verification.—The
return must be signed by the employer.
The return must also be signed by any
person, firm, or corporation who pre
pared the return for compensation. If
the return is prepared by a firm or cor
poration, it should be signed in the
name of the firm or corporation. When
the preparer is a regular full-time em
ployee, his signature is not required.
G. Other Returns and Forms That
May Be Required.—
1. Form W-2P or Form 1099.—If
you (or a committee or group represent
ing you) make payments to the bene
ficiaries of a plan, information returns
with respect to these payments are re
quired to be reported on Forms W-2P
or 1099 and transmitted by Form W-3
(if tax was withheld) or Form 1096. (If
the fiduciary of the plan's fund makes
such payments, he is required to file
such information returns.) See sections
6041, 6047, 6051 and the regulations
thereunder.
2. Forms W-2 and W-3.—If you
made contributions to a nonqualified
plan for employees whose rights there
under are not subject to a substantial
risk of forfeiture, these amounts con
stitute compensation for personal serv
ices to your employee-participants and
must be reported on Forms W-2 and
transmitted by Form W-3. (See sec
tions 83, 6051 and the regulations
thereunder.)

Specific Instructions
Schedule A
Part I
Instructions Applicable to All Employers

Types of Plans.—The term "plan"
means any formal deferred compensa
tion arrangement which is adopted by
an employer for the purpose of pro
viding exclusively for his employees or

their beneficiaries benefits in the event
of retirement, sickness, accident, dis
ability, death, or occurrence of some
other specified event. It excludes nonfunded deferred compensation con
tracts or arrangements. For purposes of
reporting certain characteristics of a
plan, the following distinctions should
be observed:
1. Pension Plan.—A pension plan is
one which provides for its participants
or their beneficiaries, by the purchase
of insurance or annuity contracts or
otherwise provide retirement benefits.
It includes an "annuity plan” (whether
funded through a trust, custodial ac
count or the employer's payment made
directly to an insurance carrier with
out the intervention of a trust). "An
nuity plans” include section 403(b)
annuities purchased by an exempt or
ganization, but not public school sys
tems. Employer contributions are not
dependent upon profits.
2. Profit-Sharing Plan.—A profitsharing plan is one which provides for
its participants or their beneficiaries
benefits after a fixed number of years,
the attainment of a stated age, or upon
the prior occurrence of some event
such as layoff, sickness, disability, re
tirement, death, or severance of em
ployment, and the amount of such
benefits is determinable on the basis
of a definite formula for allocating the
contributions made to the plan among
the participants. Employer contribu
tions are dependent upon profits. It
includes a “stock bonus” plan under
which benefits are payable in the form
of employer-corporation stock, and a
"bond purchase" plan under which
benefits are distributed in the form of
U.S. retirement bonds.
3. Master and Prototype Plan De
signs.—"Master”
and
"prototype”

plans are standardized designs of plans
that are sponsored by trade or profes
sional associations, banks, insurance
companies, or regulated investment
companies. A "master plan design” is
one in which the funding organization
is designated by the sponsor; a "proto
type design" is one in which the fund
ing organization is designated by the
adopting employer. The Internal Rev
enue Service, upon request of sponsor
ing organizations, issues opinion letters
as to the acceptability of the form of a
master or prototype design (and any
related trust or custodial account), for
purposes of sections 401 and 501(a).
If an employer adopts a master or pro
totype design for his plan and any re
lated trust or custodial account pre
viously approved as to form which cov
ers self-employed individuals, and ob
serves the provisions thereof, such plan
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Instructions
and trust or custodial account will be
deemed to satisfy the requirements of
sections 401 and 501(a), provided the
eligibility requirements and contribu
tions or benefits under the plan for
owner-employees are not more favor
able than for other employees, including
those required to be covered under
plans of all businesses controlled by
such owner-employees.

If an opinion letter has been issued
to a sponsoring organization of a mas
ter or prototype design, an employer
adopting such a design should enter the
serial number of the Internal Reve
nue Service letter in Item 12, Part I,
Schedule A.
4. Industry or Area-Wide UnionNegotiated Plans.—Plan designs which
are negotiated between labor unions
and employers or are adopted by sev
eral or all employers in an industry or
area do not constitute a “single plan,"
even though the plan name may be the
same. Each affected or adopting em
ployer (whose contributions are based
on such determinable factors as man
hours worked or units produced) must
assign his own serial number to such an
industry or area-wide union-negotiated
plan to differentiate it from other em
ployees' plans adopted by him and must
furnish a Schedule A with respect to
each such plan. (Usually, under the
terms of the plan, the trustee or fiduci
ary is obligated to file the information
required on Form 4849 for the single
trust involved. It is expected that the
trustee or fiduciary will furnish certain
information to enable adopting employ
ers to complete Schedule A.)

5. Qualified
and
Nonqualified
Plans.—Indicate in Item 10, Part I,
Schedule A, whether or not the plan is
qualified under the Code. Give the
symbol of the District Office issuing the
determination letter and date of the
most recent Internal Revenue Service
determination letter, if one was re
quested and received with respect to
the plan and its fund. If qualification
requirements are not met by this plan
alone, enter in Item 11, Part I, Schedule
A the serial number(s) of your other
plans which, taken together, meet the
qualification requirements under the
Code.

Initial Effective Date of Plan.—Enter
in Item 4, Part I, Schedule A, the date
on which you first adopted this plan.

Coverage.—Since the number of
employees covered by a plan may fluc
tuate during the year, the data entered
in Item 24, Part I, Schedule A, should
be that which the employer determines
will most reasonably reflect the number
of his employees covered during the
current year. Include only employees on

whose behalf contributions (by em
ployer or employees) are made during
the year (or have been made in prior
years but who do not yet derive bene
fits from the plan). Exclude retirees,
and beneficiaries of former employees
who have died or separated from
employment.

Form 4848
Instructions Applicable to Taxable Employers
Regarding Deductibility of Contributions

General Rule.—Contributions may
be deducted by taxable employers on
their tax returns under section 404
(a) only to the extent that they are
ordinary and necessary expenses dur
ing the taxable year in carrying on the
trade or business or expenses for the
production of income and are compen
sation for personal services rendered by
employees.
The Form 4848 provides for showing
the amounts determined to be allow
able as deductions for the taxable
year, depending upon the type of plan
and the method used to fund the plan.
The following instructions are keyed to
lines on the Form or the applicable Part
and Subpart of Schedule A.

Lines 9 through 17, Form 4848.—
These lines apply only to overlap
ping pension and profit-sharing plans
when an employee is covered under
both. When deductions are allowable
under section 404(a)(1) or (2) on
account of contributions under a pen
sion (including annuity) plan, and de
ductions are also allowable under
section 404(a)(3) for the same taxable
year on account of contributions to a
profit-sharing (including a stock-bonus
plan) the total deductions under these
sections are subject to the provisions of
section 404(a)(7), unless no employee
who is a beneficiary under the pension
plan(s) is also a beneficiary under the
profit-sharing plan(s). The limitations
under section 404(a)(7) for any taxable
year are based on the compensation
otherwise paid or accrued during the
year to all the employees who are bene
ficiaries under one or more of the over
lapping plans or trusts. For this purpose
“compensation otherwise paid or ac
crued” means all of the compensation
paid or accrued except that for which
a deduction is allowable under a plan
that qualifies under section 401(a), in
cluding an annuity plan described in
section 404(a)(2).
The limitations under section 404(a)
(7) are determined and applied after
all the limitations, deductions otherwise
allowable, and carryovers under section
404(a)(1), (2), and (3) have been de
termined and applied, and, in particu

lar, after effect has been given to the
carryover provision in section 404(a)
(1)(D) and in the second and third sen
tences of section 404(a)(3)(A). Where
the limitations under section 404(a)(7)
reduce the total amount deductible, the
excess deductible in succeeding years is
treated as a carryover which is distinct
from, and additional to, any excess con
tributions carried over and deductible in
succeeding years under section 404
(a)(1)(D) or in the third sentence of
section 404(a)(3)(A).
Line 10.—Enter on this line 30 per
cent of the total compensation other
wise paid or accrued during the year to
all employees who are beneficiaries
under the overlapping plans. This 30
percent limitation does not apply to the
first year of the plan nor in any year in
which there is no carryover under sec
tion 404(a)(7).

Line 11.—Enter on this line 25 per
cent of the total compensation other
wise paid or accrued during the year to
all employees who are beneficiaries
under the overlapping plans.
Line 12.—Enter on this line the total
deductions otherwise allowable under
section 404(a)(1), (2), and (3) for the
taxable year (from Parts II and III,
Schedule A).

Schedule A
Part II
Applicable to All Taxable Employers

Complete Part II only if Schedule A
applies to a qualified profit-sharing plan
(as checked in Item 3, Part I); if a
profit-sharing plan is not qualified, but
is funded, complete only Part IV and
leave Part II blank. Enter on line 1
employer contributions paid on account
of the current and six prior taxable
years. The term “paid on account of
a taxable year” means contributions
paid (a) during such year, and (b) by an
accrual basis taxpayer after the close
of such year but not later than the time
for filing the tax return (including ex
tensions thereof). Enter on line 7 the
amount determined to be allowable for
each of the years under section 404(a)
(3). Enter on line 8 the amount, if any,
of contributions carried over to suc
ceeding years.

Schedule A
Part III
Applicable to All Taxable Employers

Complete the applicable Subparts of
Part III only if Schedule A relates to a
qualified pension (or annuity) plan.

Subpart A.—Complete this Subpart
A for each qualified pension plan other
than a money purchase plan or one
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Instructions
which is funded exclusively by indi
vidual or group deferred annuity con
tracts (as checked in Item 4, boxes (a),
(b), or (d), Form 4849). Taxpayers or
their agents shall retain for examination
by the Internal Revenue Service copies
of actuarial certifications, actuarial re
ports and related statements to sub
stantiate the amounts reasonably neces
sary to provide funding for this plan to
gether with the methods, factors, and
assumptions used in determining such
amounts.
Subpart B.—If a carryover arose or
was applied in any of the six taxable
years prior to the current year, enter in
column 2 employer contributions paid
on account of such years to this quali
fied pension plan. The term “paid
on account of a taxable year” means
contributions paid (a) during such
year, and (b) by an accrual taxpayer
after the close of such year but
not later than the time for filing the
tax return (including extensions there
of). Enter in column 3 the amount de
termined to be allowable for each of the
years (from Subpart C, line 6). Enter in
column 4 the cumulative carryover of
contributions to the succeeding year.

Subpart C.—Complete this Subpart
C for each qualified pension plan for
the current taxable year, including a
plan to which no contributions were
made on account of the current taxable
year but which is still in effect. Enter
on line 1 in the parenthetical space the
amount of forfeitures realized and ap
plied to reduce employer contributions
this year, as required by section 401
(a)(8).

Subpart D.—Complete this Subpart
D only for each qualified pension plan
using funding methods which directly
calculate accrued liability—e.g. entry
age normal, unit credit, individual level
premium method, etc. (See Revenue
Ruling 69-255.) (This Subpart does not
apply to money purchase plans or those
funded exclusively by individual or
group deferred annuity contracts.)

Page 4

Subparts E and F.—Ordinarily, both
Subparts E and F must be completed
for pension plans whose costs are de
termined on the “level method"—i.e.
by distributing the remaining unfunded
cost of past and current service credits
of all employees covered under the plan
as a level amount or level percentage
of compensation over the remaining
service of each such employee, except
that, as to any three individuals with
respect to whom more than 50 percent
of such remaining unfunded cost is at
tributable, the remaining unfunded cost
attributable to such individuals shall be
distributed evenly over a period of at
least five taxable years.
The limitation for any taxable year
under section 404(a)(1)(B) in Subpart
F is any excess of the amount of such
costs for the year over the amount
allowable as a deduction under section
404(a)(1)(A) as shown in Subpart E.
Such excess may be computed in ac
cordance with the aggregate cost meth
od, or may be based upon costs deter
mined by some other method which is
reasonable. Thus, such excess may be
based on the amounts necessary with
respect to each covered employee to
provide the remaining unfunded cost of
all his benefits under the plan distrib
uted as a level amount over the period
remaining until the normal commence
ment of his retirement benefits, in ac
cordance with generally accepted ac
tuarial methods and principles.

Enter the amount of the excess on
line 2, and enter on line 3 the sum of
the allowable amounts on lines 1 and
2, Subpart F.
Subpart G.—Complete Subpart G for
each qualified pension plan whose costs
are determined under the "normal
cost” method subject to the limitation
for any taxable year under section 404
(a)(1)(C). Past service or other supple
mentary costs shall not be included in
the limitation for any year in which the
amount required to fund fully or to pur
chase such past service or supplemen

tary credits has been deducted. Thus,
if the plan is fully funded, omit lines 1
through 6 of Subpart G.
Subpart H.—Complete this Subpart
H for each qualified pension plan which
is funded by means of individual in
surance or annuity contracts or whose
costs are determined by the individual
cost method, and is subject to the lim
itation for any taxable year under sec
tion 404(a)(2). Enter on line 1 the
amount of gross annual premiums for
the taxable year. Enter on line 2 the
total dividends or other credits received
from the insurance company and used
to reduce the gross premiums. The al
lowable deduction for the taxable year
on line 3 is the excess of the amount
on line 1 over the amount on line 2.

If an individual cost method is used,
other than one involving only individual
insurance or annuity contracts, the net
annual costs should be shown on line 3.

Schedule A
Part IV
Applicable to All Employers With

Nonqualified Funded Plans

Complete Part IV only if Schedule A
applies to a nonqualified, funded pen
sion or profit-sharing plan, under which
an amount attributable to the employ
er's contribution is includible in the
gross income of employees participat
ing in the plan, by virtue of the fact that
such employees have rights thereto
which are not subject to a substantial
risk of forfeiture (as defined in section
83). Do not include deferred compensa
tion contracts or arrangements which
are not qualified as a plan under the
Code and are funded only through the
general assets of the employer on a cur
rent year basis without the use of a
trust or a contractual arrangement with
an insurance company. Those taxexempt organizations adopting taxsheltered annuity arrangements under
section 403(b) should enter on line 1,
the total contributions made for the
year with respect to all such annuity
arrangements.
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Form 4876
3-23-72

(DER)

(No. 58)

TAXATION AND FINANCE

J - 1

INTERNAL REVENUE SERVICE FORM 4876, INCLUDING INSTRUCTIONS ON "ELECTION TO BE
TREATED AS A DISC" FOR THE TAXABLE YEAR STARTING IN 1972
(OFFICIAL TEXT)

4876

Election to be Treated as a DISC

Form
(February 1972)
Department of the Treasury
Internal Revenue Service

(For a taxable year beginning in .1972)

This election form may be used only for taxable years beginning in 1972 and will be revised for elections for taxable years beginning in 1973
and later.

Note: The corporation named below hereby elects under section 992(b) of the Internal Revenue Code (with the consent of alt of its sharehold
ers) to be treated as a domestic international sales corporation (DISC) for income tax purposes and affirms that it is a domestic cor
poration which satisfies the conditions of instruction A and is not an ineligible corporation as described in instruction B.

Name of corporation

Employer Identification number

business activity (See Instruction F)

Number and street

City or town, State and ZIP code

Number of shares of stock issued and outstanding as of the earlier of the
beginning of the first taxable year for which the election is effective or
the time the election is filed

Date and place of incorporation

Election is to be effective for the taxable year beginning (month, day, year)

Date corporation began doing business

Name and address (including ZIP code) of each shareholder as
of the earlier of the beginning of the first taxable year for
which the election Is effective or the time the election is filed.
(See instruction J for the additional information required.)

Note:

For this election to be valid, the
instruction E.

consent of

Annual return will be filed for the taxable
year ending (month)

Number of shares
of stock held as
of such date

Identifying number
(See instruction 1)

each shareholder must be attached to this form or filed as a separate statement. See

Under penalties of perjury, I declare that I have been duly authorized by the above-named corporation to make this election under section 992(b) to be treated
as a DISC and that the statements made are to the best of my knowledge and belief true, correct, and complete statements.

Signature and
Title of Officer

Date

Published by THE BUREAU OF NATIONAL AFFAIRS, INC., WASHINGTON, D.C. 20037
Right of reproduction end redistribution reserved
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Form 4876
J - 2

(DER)

TAXATION AND FINANCE

(No. 58)

3-23-72

Instructions
(References are to the Internal Revenue Code.)

A. Definition of a DISC.—The term
“DISC” means, with respect to any taxable
year, a corporation which is incorporated
under the laws of any State or the District
of Columbia and satisfies the following
conditions for the taxable year:
(1) 95 percent or more of the gross
receipts (as defined in section 993
(f)) of the corporation consist of
qualified export receipts (as defined
in section 993(a));
(2) the adjusted basis of the qualified
export assets (as defined in sec
tion 993(b)) of the corporation at
the close of the taxable year equals
or exceeds 95 percent of the sum
of the adjusted basis of all assets
of the corporation at the close of
the taxable year;
(3) the corporation does not have
more than one class of stock and
the par or stated value of its out
standing stock is at least $2,500
on each day of the taxable year; and
(4) the corporation has made an elec
tion to be treated as a DISC and
such election is in effect for the
taxable year.
B. Ineligible Corporations.—The follow
ing corporations are not eligible to be
treated as a DISC:
(1) a corporation exempt from tax by
reason of section 501;
(2) a personal holding company (as de
fined in section 542);
(3) a financial institution to which sec
tion 581 or 593 applies;
(4) an insurance company subject to
the tax imposed by subchapter L;
(5) a regulated investment company
(as defined in section 851(a));
(6) a China Trade Act corporation re
ceiving the special deduction pro
vided in section 941(a); or
(7) an electing small business corpora
tion (as defined in section 1371
(b)).
C. Valid Election.—This election shall
be valid only if all shareholders in the
corporation on the first day of the first
taxable year for which such election is
effective consent to the election. An elec
tion (unless revoked or terminated) shall
apply to the corporation for the taxable
year for which made and all succeeding
taxable years and shall apply to each per
son who at any time is a shareholder of
such corporation for all periods on or after
the first day of the first taxable year for
which the election is effective.
D. Time of Making Election.—A corpo
ration may elect to be treated as a DISC
only for a taxable year beginning after
1971.
A corporation whose first taxable year
began before 1972 shall file an election
during the 90-day period immediately pre
ceding the beginning of the taxable year.
A corporation whose first taxable year
begins in 1972 shall file an election within
90 days after the beginning of the taxable
year.

In any event, an election made on or
before March 31, 1972 will be timely.
E. Statement of Consent by Share
holders.—The consent of a shareholder

to an election by a corporation to be treated
as a DISC shall be in the form of a state
ment signed by the shareholder in which
the shareholder consents to the election
of the corporation.
The consent may be attached to the
statement of election or may be filed as a
separate statement. A copy of the election
shall be attached to any consent not filed
with the original election.
A consent which is not attached to the
original election must be filed with the
same Internal Revenue Service Center as
the election.
The consents of several shareholders
may be incorporated into one statement.
Content of consent.—The statement
must set forth in addition to an affirmative
statement that the shareholder consents
to the corporate election (1) the name and
address of the corporation and of the
shareholder; (2) the number of shares of
stock owned by the shareholder as of (a)
the beginning of the taxable year for which
the corporation elects to be treated as a
DISC and (b) the time the consent is made;
and (3) in the case of the holder of shares
transferred after the beginning of the tax
able year of election (without the share
holder as of the first day of the year of
election having consented to the election)
and within 90 days after such first day, (a)
the name and address of the person who
held such shares as of the beginning of
such taxable year and (b) the number of
such shares with respect to which the re
cipient is consenting.
The affirmative statement of consent
shall be made in the following form: "I
(insert name of shareholder) a shareholder
of (insert name of corporation seeking to
make the election) consent to the election
of (insert name of corporation seeking to
make the election) to be treated as a DISC
under section 992(b) of the Internal Reve
nue Code. The consent so made by me is
irrevocable and is binding upon all trans
ferees of my shares in (insert name of cor
poration seeking to make the election).”
Time of consent.—An election to be
treated as a DISC shall be valid only if the
consents of all shareholders are filed with
in 90 days after the beginning of the first
taxable year for which the election applies.
A consent will not be invalid because of
failure to timely file if it is established that
there was reasonable cause for the failure,
the interest of the Government will not be
jeopardized by treating the election as
valid, and a proper consent is filed within
an extended period of time granted by an
Internal Revenue Service Center for filing.
The recipient of transferred shares (not
covered by a consent) may consent to such
election provided that the transfer occurs
and the consent is filed within 90 days
after the first day of the taxable year. An
extension may be granted in the manner,
and subject to the conditions, described
in the preceding paragraph.

Signature required on consent.—When

stock is owned by a husband and wife as
community property (or the income from
such stock is community property) or is
owned by tenants in common, joint tenants,
or tenants by the entirety, each person
having a community interest in such stock
and each tenant in common, joint tenant,
and tenant by the entirety must consent to
the election. The consent of a minor must
be made by his legal guardian (or by his
natural guardian if no legal guardian has
been appointed). The consent of an estate
must be made by the executor or adminis
trator thereof. The consent of a trust must
be made by the trustee thereof. The con
sent of an estate or trust having more than
one executor, administrator, or trustee may
be made by any executor, administrator, or
trustee authorized to make a return of such
estate or trust pursuant to section 6012
(b)(5). The consent of a corporation or
partnership must be made by an officer or
partner authorized pursuant to section
6062 or 6063 to sign the return of the
corporation or partnership. The consent of
a foreign person may be signed by any
individual who would be authorized to sign
the return of such person if such person
were a United States person.
F. Principal Business Activity-—In re

porting the principal business activity, give
the one business activity that accounts for
the largest percentage of "total receipts.”
"Total receipts” means gross sales and/
or gross receipts plus all other income.
State the broad field of business activity
as well as the specific product or service,
such as "Retail—apparel."
G. Where to File.—This election is to
be filed with the Internal Revenue Service
Center where the corporation will file its
annual return and a copy is to be filed with
the Commissioner of Internal Revenue
(Attention: ACTS:A:P), Washington, D.C.
20224.
H. Signature.—This form must be
signed either by the president, vice presi
dent, treasurer, assistant treasurer, chief
accounting officer, or other corporate offi
cer (such as tax officer) who is authorized
to sign.
I. Identifying Number.—Individuals
should enter their social security number.
All others should enter their employer
identification number.
J. Additional Information Required.—
If additional shares of stock are issued
after the election is filed and on or before
the first day of the first taxable year of
election, a Form 4876 (clearly marked at
the top "SUPPLEMENTAL") must be filed
within 90 days after the first day of the
first taxable year for which the elec
tion is effective to report the additional
shareholders.
The "SUPPLEMENTAL” Form 4876 will
contain all information reported in the pre
viously filed Form 4876 except that the
name and address of each shareholder,
number of shares of stock held as of such
date, and identifying number columns will
only apply to the additional shareholders.

(End of Official Text)
- 0 -
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Form 7004
Form

Application for Automatic Extension of Time
to File Corporation Income Tax Return

7004

(Rev. Nov. 1971)
Department of the Treasury
Internal Revenue Service

(Under section 6081(b) of the Internal Revenue Code)

NOTE: Prepare this form in duplicate. File the original with the Internal Revenue office where you are required to
file your income tax return. Attach the duplicate to your income tax return.
Name of corporation

Employer Identification Number

Number and street

Check type of return to bo filed:

□ Form 1120

□ Form 1120-F

□ Form 1120—L
□ Form 1120-M

City or town, State, and ZIP code

□ Form 1120-S
□ Form 990-C

□ Form 990-T

An automatic 3-month extension of time until.....................................19............ is hereby requested in which to file the income tax return
of the corporation named above for the taxable year beginning...................................... . 19........... and ending.................................... 19.............
1. If the taxable year above is for a period of less than 12 months, is the short period attributable to a change

in accounting period?.............................................................................................................................................................................. Yes □

No □

2. Does this application also cover subsidiaries to be included in a consolidated return?..............................................Yes □

No □

If "Yes,” complete the following:

Name and Address of Each Member of the Affiliated Group

Employer Identification No.

3. At least 50 percent of the tax tentatively determined to be due (line 3(c)) must be deposited on or before the original due
date of the corporation's income tax return. See instructions for depositary method of payment.

(a) Tentative amount of income tax for the taxable year including any—
Minimum tax on tax preference items
Personal holding company tax
Tax from recomputing a prior year investment credit
Foreign tax credit
Investment credit
Credit from regulated investment companies
Credit for Federal tax on special fuels, nonhighway gasoline, and lubricating oil
(b) Less:

!

(i) Overpayment from prior year allowed as a credit....................................... .............................................. i

(ii) Estimated tax payments (deposits) (or the taxable year..........................
(iii) Less refund of estimated tax for the taxable year applied for on Form 4466 (_________________ )
(c) Balance due........................................................................................................................................................................

(d) Amount required to be deposited—at least 50 percent of line 3(c)....................................................

SIGNATURE (See Instruction 9)
Under penalties of perjury, I declare that I have been authorized by the above-named corporation to make this application,
that to the best of my knowledge and belief the statements made herein are true, correct, and complete, and that I am:

officer of the corporation;

□ an agent enrolled to practice before the Internal Revenue Service;

ing of the bar of the highest court of...........................................................,- or

(Specify Jurisdiction)

□ an

□ an attorney in good stand

□ a certified public accountant duly qualified to practice

in.......................................................................................

(Specify jurisdiction)

.................. (Signatureof officer or agent)...................

............................ (Title).................................... ..... (Date).......

A Copy of This Application Must Be Attached to the Corporation’s Income Tax Return
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Form 7004
Instructions
1. Depositary method of payment.—Corporations,
both domestic and foreign, must deposit all income tax
payments with an authorized commercial bank deposi
tary or Federal Reserve bank. All deposits must be ac
companied by a Federal Tax Deposit Form 503.
Please enter the serial number of Form 503 on your
remittance. Do not remit directly to Internal Revenue
Service.
Timeliness of deposits will be determined by the date
the deposit was received by the commercial bank de
positary or Federal Reserve bank. However, a deposit
received after the due date will be considered timely if
the corporation establishes that it was mailed on or
before the second day before the prescribed due date.
A supply of Forms 503 will be mailed to domestic
corporations on a cyclical basis depending on the tax
able year of the corporation. Domestic and foreign
corporations needing Forms 503 may obtain them from
the Internal Revenue Service office where they will
file their returns. The application should include the
corporation's name, identification number, address,
taxable year to which the deposits relate, and a state
ment identifying the corporation as being foreign or
domestic.
Corporations surrendering Treasury bills to Federal
Reserve banks in payment of corporation income or
estimated income taxes must submit with the securi
ties a Form 503 on which the face amount of the bills
has been entered in the space provided for the amount
of the deposit. The Federal Reserve bank will acknowl
edge receipt of the bills and will effect the deposit on
the date the taxes become due. Corporations should not
submit with their tax returns the receipts for Treasury
bills surrendered to Federal Reserve banks.

2. Who may file.—This application is to be used by
a corporation to request an automatic 3-month exten
sion of time to file its income tax return.

The extension is allowed upon the timely and
proper filing of this form and timely deposit of the re
quired amount in accordance with instructions 1 and 5.
If a further extension is required by the corporation
beyond the 3 months automatically allowed by the
filing of Form 7004, an application may be filed on
Form 7005, Application for Additional Extension of
Time to File Corporation Income Tax Return.
3. When to file.—File this application on or before
the original due date of the corporation’s income tax
return.

4. How and where to file.—Complete this form in
duplicate. File the original with the Internal Revenue
office where the corporation will file its income tax
return. (See instructions accompanying the corpora
tion's income tax return.) Attach the duplicate to the
corporation's income tax return when it is filed.

The corporation’s income tax return may be filed
any time prior to the expiration of the 3-month period.

5. Amount of deposit.—The corporation must de
posit at least the amount that would be required if it
elected to pay its final tax liability in two installments.
The installment privilege is limited to the amount
shown on line 3(c) of this form. Therefore, any portion
of the final tax not shown on line 3(c) will bear interest
at the rate of 6 percent a year from the original due
date of the corporate return to the date of payment.
6. Penalty for failure to pay tax.—Section 6651 of
the Code imposes a penalty for failure to pay tax (other
than estimated income tax) when due. The late pay
ment penalty is one-half percent per month or fractional
part of a month, unless there is reasonable cause
for failure to pay on time. However, even though an
automatic extension has been granted to a corpora
tion, the penalty will be asserted if the amount of tax
shown on line 3(c) is deliberately understated.

7. Consolidated returns.—If a consolidated return
is to be filed, a parent corporation may request exten
sions for its subsidiaries. In such case, the name, ad
dress, and employer identification number of each
member of the affiliated group for which the extension
is desired must be listed in item 2.
The filing of this form by a parent is not considered
as an exercise of the privilege of making a consolidated
return.
8. Termination of extension.—Internal Revenue
may terminate the automatic extension at any time by
mailing a notice of termination to the corporation or to
the person who requested the extension for the cor
poration. The notice shall be mailed at least 10 days
prior to the termination date designated in the notice.

9. Signature.—Form 7004 must be signed by a
person authorized by the corporation to do so, and who
is either (a) an officer of the corporation, (b) a person
currently enrolled to practice before the Internal Reve
nue Service, or (c) an attorney or certified public ac
countant qualified to practice before the Internal
Revenue Service under Public Law 89-332.

*U.S. GOVERNMENT PRINTING OFFICE:1971—O-418-124
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Form W-4
Form

W-4

Department of the Treasury—Internal Revenue Service

Employee's Withholding Exemption Certificate

(Rev. Dec. 1971)

Social security number

Type or print full name

Home address (Number and street or rural route)

City or town, State and ZIP code

Marital status—check one (if married but legally separated, or spouse is a nonresident alien, check "Single”): □ Single

□ Married

If you expect to owe more tax than will be withheld, you may either claim
fewer or zero exemptions or ask for additional withholding on line 8.

1
2
3
4

Personal exemption for yourself. Write "1" if claimed.............................................................................................................................................................................. . .............
If married, personal exemption for your wife (or husband) if not separately claimed by her (or him). Write "1" if claimed.............................................................

Special withholding allowance? (See instruction 2.) Write "1’’ if claimed

(a)

If you or your wife will be 65 years of age or older at the end of the year, and you claim this exemption, write "1”; if both will be 65 or
older, and you claim both of these exemptions, write

(b)
5

..............................................................................................................................................

Exemptions for age and blindness (applicable only to you and your wife but not to dependents):

"2".................................................................................................................... .........

If you or your wife are blind and you claim this exemption, write "1”; if both are blind, and you claim both exemptions, write "2"................................

Exemptions for dependents. (Do not claim an exemption for a dependent unless you are qualified under instruction 5.).............................................................

6 Additional withholding allowances for itemized deductions. See table on reverse................................................................................................................................................

7
8

Add the exemptions and allowances (if any) which you have claimed above and enter total........................................................................................ ....................
Additional withholding per pay period under agreement with employer................................................................................................................................. $______________
Under the penalties of perjury, I certify that the number of withholding exemptions end allowances claimed on this certificate does not exceed the number to which I am entitled.

(Date)......... ........................ ............ ...................... 19......... (Signed)............................................................................................................... ................................. . .................................

(Instructions may be detached after form is completed.)

Reminder to:
Employee.—If you had no tax liability
last year and anticipate none for this
year, you may be exempt from income tax
withholding by filing Form W-4E with
your employer.
Employer.—If you believe the em
ployee claimed too many exemptions, ad
vise your District Director.
Instructions
1. Number of Exemptions.—You may
claim all the exemptions and allowances
to which you are entitled. However, you
may not claim the same exemptions and
allowances with more than one employer
at the same time. That is, if you are em
ployed by more than one employer, you
must allocate the total number of ex
emptions and allowances to which you
are entitled on the separate Forms W-4
filed with each employer.
Similarly, if you and your wife (or
husband) are both employed, you and
she (or he) must allocate the total num
ber of exemptions and allowances to
which you both are entitled.
Nonresident aliens other than resi
dents of Canada, Mexico, or Puerto Rico
may claim only one personal exemption.
2. Special Withholding Allowance.—
Each single person, and each married per
son whose spouse is not also employed,
is entitled to one "special withholding
allowance.” This allowance may not be
claimed by either husband or wife when
both are employed or by any employee
who has two or more concurrent jobs.
3. Itemized Deductions.—If you item
ize your deductions and do not have large
non-wage income, the amount of tax with
held may exceed your tax liability at year

end. For this reason see the table on the
back to determine if you are entitled to
claim additional withholding allowances
based on your estimated itemized deduc
tions. Caution: If your estimated deduc

tions are less than the amount shown in
the “0" column of the table, you can
generally avoid having too little tax with
held by claiming one fewer withholding
exemption or allowance for each $750 by
which your estimated deductions fall
short of the amount in the “0” column.

the next year, but requires the filing of
a new W-4. If possible, file a new W-4
by December 1 of the year in which
the death occurs. If you qualify as a
surviving spouse with dependent child
(children), you may claim "married"
status (see check box at top of form)
for the two years following the year of
4. Changes in Exemptions or Allow death of your spouse.
ances.—You may file a new W-4 at any
5. Dependents.—Each
dependent
time if the number of your exemptions
claimed on line 5 must meet all of the
increases.
following tests:
You must file a new W-4 within
(a) Income.—Will receive less than
10 days if the number of exemptions you
$750 income. (If the child’ will be under
previously claimed decreases. Examples
19 at the end of the year or is a full-time
of situations in which the number of your
student, this limitation does not apply.)
exemptions would decrease are as
(b) Support.—Will receive more than
follows:
half of his support from you (from hus
(a) You and your wife (or husband)
band or wife if a joint return is filed).
for whom you have been claiming an
(c) Married Dependents.—Dependent
exemption are divorced or legally
will not file a joint return with husband
separated.
or wife.
(b) Your wife (or husband) for whom
(d) Nationality.—Be either a citizen
you have been claiming an exemption
claims her (or his) own exemption on a or resident of the U.S. or a resident of
Canada, Mexico, the Republic of Panama
separate certificate.
or the Canal Zone; or be an alien child
(c) You no longer expect to furnish
adopted by and living with a U.S. citizen
more than half the support for the year abroad.
of a dependent for whom you have been
(e) Relationship.—(1) Be related to
claiming an exemption.
you as follows:
(d) You find that a dependent for
Child*
Stepbrother Son-in-law
whom you claimed an exemption will re Stepchild
Daughter-in-law
Stepsister
Mother
The following if re
Stepmother
ceive $750 or more of income of his own
Father
lated by blood—
Stepfather
during the year (except your child who
Uncle
Grandparent Mother-in-law
is a student or who will be under 19 years
Brother
Father-in-law
Aunt
Sister
Nephew
Brother-in-law
of age at the end of the year).
Grandchild
Sister-in-law
Niece
(e) You have been claiming additional
or, (2) be a member of your household
withholding allowances for estimated
and
have
your
home
as
his
principal
resi
itemized deductions from Part II—mar
ried employees (when spouse is not dence for the entire taxable year.
employed)—and when your spouse be 1 This Is the "standard deduction allowance"
gins employment, you find that a smaller
under the tax law. it may be claimed whether
number of additional withholding allow

ances is authorized under Part III—
married employees (when both spouses
are employed).
The death of a spouse or a dependent
does not affect your withholding until

the employee plans to claim the standard de
duction or to itemize deductions on his tax
return.
2 Includes a child or stepchild who is a member
of your household if placed with you by an
authorized placement agency for legal adoption
or a foster child who Is a member of your
household for the entire year.
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Form W-4
Form W-4 (Rev. 12-71)______________________________ ____________________________________________________________________ ___ _____________ Page

2

Table for Determining Number of Withholding Allowances Based on Itemized Deductions (Line 6 of Form W-4)
If you expect to itemize deductions for
the current year, you may be entitled to
claim additional withholding allowances
(line 6) and thus avoid having too much
tax withheld. Your employer will treat
each such allowance as a withholding ex
emption. The amount of itemized deduc
tions for the current year cannot exceed
the amount of itemized deductions (or
standard deduction) claimed on your re
turn for the preceding year (or 2nd pre
ceding year if you have not yet filed your
return for the preceding year), plus addi
tional determinable deductible amounts.

These additional allowances will re
main in effect until you file a new W-4
with your employer. For detailed infor
mation on allowable itemized deductions,
see Form 1040 instructions.

Married Couples.—If you and your wife
are both employed and file a joint return,
determine your withholding allowances
based on your combined wages and de
ductions. If you file a joint return and
your spouse is not employed, use Part
II. If you are filing a joint return and
both are employed, use Part III to deter
mine the total number of withholding
allowances to which you are jointly en
titled (you may allocate such withholding
allowances between yourselves). How
ever, if in your last filing you filed sep
arate returns, and if you expect to file
separately this year, each of you must
make your determination on the basis of
your own wages and deductions and de
termine the number of withholding allow
ances for each from Part III.

HOW TO USE THE TABLE

1. Find the line in the table that in
cludes your estimated salary and wage
amount and that shows your status as
either a single employee (Part I), a mar
ried employee whose spouse is not em
ployed (Part II), or a married employee
whose spouse is also employed (Part III).
Also, use Part III if you are an employee
who is holding more than one job con
currently.
2. Read across that line until you find
the column that includes the amount of
your estimated itemized deductions.
3. Note the number of allowances
shown at the top of the column. This is
the maximum number of additional with
holding allowances you may claim on
line 6.

Number of additional withholding allowances for the amount of Itemized deductions shown in
Estimated salaries
and wages

the appropriate column (See Line 6 on other side)

5

2_______________ 3_______________ 4

1

0

6«

PART I: SINGLE EMPLOYEES

Under

Under $8,000.....
8,000-10,000.....
10,000-12,000....
12,000-25,000....
25,000-30,000....

At
least

But less
than

At
least

But less
than

At
least

At
least

But less
than

But less
than

At
least

But less
than

$1,700 $1,700-$2,450 $2,450-$3,200 $3,200-$3,950
1,800 1,800- 2,550 2,550- 3,300 3,300- 4,050
2,200 2,200- 2,950 2,950- 3,700 3,700- 4,450
2,400 2,400- 3,150 3,150- 3,900 3,900- 4,650
2,900 2,900- 3,650 3,650- 4,400 4,400- 5,150

$3,950-$4,700
4,050- 4,800
4,450- 5,200
4,650- 5,400
5,150- 5,900

$4,700—$5,450
4,800- 5,550
5,200- 5,950
5,400- 6,150
5,900- 6,650

5,300- 6,050
6,400- 7,150
7,900- 8,650
9,400- 10,150

6,050- 6,800
7,150- 7,900
8,650- 9,400
10,150-10,900

6,800- 7,550
7,900- 8,650
9,400- 10,150
10,900-11,650

30,000-35,000....
35,000-40,000 ....
40,000-45,000....
45,000—50,000* *..

3,800
4,900
6,400
7,900

3,800-4,550
4,900- 5,650
6,400-7,150
7,900- 8,650

Under $8,000......
8,000-10,000.....
10,000-12,000....
12,000-35,000....

1,700
1,800
2,200
2,400

1,700-2,450
1,800- 2,550
2,200- 2,950
2,400-3,150

35,000-40,000....
40,000-45,000....
45,000—50,000* *

2,700
3,500
4,500

2,700- 3,450
3,500- 4,250
4,500- 5,250

4,5505,6507,1508,650-

5,300
6,400
7,900
9,400

But less
than

At
least

$5,450-$6,200
5,550- 6,300
5,950- 6,700
6,150- 6,900
6,650- 7,400

7,550- 8,300
8,650- 9,400
10,150-10,900
11,650-12,400

PART II: MARRIED EMPLOYEES (WHEN SPOUSE IS NOT EMPLOYED)

2,4502,5502,9503,150-

3,200 3,200- 3,950
3,300 3,300- 4,050
3,700 3,700- 4,450
3,900 3,900- 4,650

3,450- 4,200
4,250- 5,000
5,250- 6,000

4,200- 4,950
5,000- 5,750
6,000- 6,750

3,9504,0504,4504,650-

4,700
4,800
5,200
5,400

4,950- 5,700
5,750- 6,500
6,750- 7,500

4,7004,8005,2005,400-

5,450
5,550
5,950
6,150

5,700- 6,450
6,500- 7,250
7,500- 8,250

5,4505,5505,9506,150-

6,200
6,300
6,700
6,900

6,450- 7,200
7,250- 8,000
8,250- 9,000

PART III: MARRIED EMPLOYEES (WHEN BOTH SPOUSES ARE EMPLOYED),
and other employees who are holding more than one job

Under $8,000......
8,000-10,000......
10,000-15,000....
15,000-20,000....
20,000-25,000 ....

1,700
2,000
2,700
3,300
4,000

1,700- 2,450
2,000-2,750
2,700- 3,450
3,300-4,050
4,000-4,750

25,000-30,000 ....
30,000-35,000 ....
35,000-40,000....
40,000-45,000....
45,000-50,000* *

4,900
5,900
6,900
7,900
9,100

4,900- 5,650
5,900- 6,650
6,900- 7,650
7,900- 8,650
9,100-9,850

2,4502,7503,4504,0504,750-

3,200
3,500
4,200
4,800
5,500

3,200- 3,950
3,500- 4,250
4,200- 4,950
4,800- 5,550
5,500- 6,250

5,650- 6,400
6,650- 7,400
7,650- 8,400
8,650- 9,400
9,850-10,600

6,400- 7,150
7,400- 8,150
8,400- 9,150
9,400-10,150
10,600-11,350

*7 or More Allowances: If your Itemized deductions exceed the amount
shown In Column 6 (above), you may claim 6 allowances plus one
more for each $750 or fraction thereof of itemized deductions In
excess of the amounts shown In Column 6 for your salary and wage
bracket.

••When annual salary or wage exceeds $50,000, "0" column amounts
may be determined as follows: for single employees (Part I)—19%

3,9504,2504,9505,5506,250-

4,700
5,000
5,700
6,300
7,000

7,150- 7,900
8,150- 8,900
9,150- 9,900
10,150-10,900
11,350-12,100

4,7005,0005,7006,3007,000-

5,450
5,750
6,450
7,050
7,750

7,900- 8,650
8,900- 9,650
9,900- 10,650
10,900-11,650
12,100-12,850

5,4505,7506,4507,0507,750-

6,200
6,500
7,200
7,800
8,500

8,650- 9,400
9,650- 10,400
10,650- 11,400
11,650- 12,400
12,850-13,600

of their annual salary; for married employees whose spouse is not
employed (Part II)—13% of their annual salary; and for married
employees when both spouses are employed and other employees
who are holding more than one Job (Part III)—22% of their com
bined annual salary. An additional withholding allowance may be
claimed for each $750 or fraction thereof by which itemized
deductions exceed the "0” column amount determined in this
manner.

US. GOVERNMEMT PRINTING OFFICE: 1971-

-418-921
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Form W-4P
FormW-4P

(Rev. Jan. 1972)
Department of the Treasury
Internal Revenue Service

Annuitant’s Request
for Federal Income Tax Withholding
Social Security Number

Type or print full name

Home address (Number and street)

City, State, and ZIP code

A. Annuity contract claim or identification number...........................................................................
B. Enter the amount to be withheld from each annuity or pension payment................................ $________________________
I request voluntary income tax withholding from my annuity or pension payments as authorized by Regulations under Section 3402(o) of the
Internal Revenue Code.

(Date)

(Signature of annuitant)

(reverse side)

Instructions
Who May File.—Any recipient of an annuity or pension pay
ment may file this form to have Federal income tax withheld
from each payment. However, the annuity or pension must be
payable over a period longer than one year.
You may not request withholding of Federal income tax on
social security pensions, Veterans Administration annuities or
railroad retirement pensions.

Where and How to File.—File this form with the payer of
your annuity or pension. Enter in item B of page 1, the whole
dollar amount that you wish withheld from each annuity or
pension payment. However, this amount must not be less than
$5 a month nor may it reduce the net amount of annuity or
pension payment you receive to less than $10.

You may find it convenient to request an amount to be with
held which will reduce your year-end tax balance on Form 1040
to less than $100 and thus avoid filing Form 1040-ES and
paying estimated income tax. You may use the worksheet on
Form 1040-ES as a guide in estimating your income tax liability.

Duration of Withholding Request.—Your request for volun
tary withholding will remain in effect until you terminate it.
How to Terminate a Withholding Request.—You may termi
nate, at any time, your request for voluntary withholding by
giving your payer a written termination notice.

Statement of Income Tax Withheld.—After the end of the
year your payer will give you a Form W-2P showing the gross
amount of annuity or pension payments and the total amount
deducted and withheld as tax during the calendar year.

U.S. GOVERNMENT PRINTING OFFICE: 1972—O-452—527
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Tax Court Form a-S
UNITED STATES TAX COURT

________________________________________________ )

Petitioner (s)

v.

)
)
)

DocketNo.

)
COMMISSIONER OF INTERNAL REVENUE

Respondent

)

PETITION

1.

Petitioner (s) request (s) the Court to redetermine the tax deficiency (ies) for the year (s)

___________________________________________________________ , as set forth in the notice of deficiency,
copy of which is attached.

a

The notice was issued by the Office of the Internal Revenue Service

at________________________________________________________ •
(City and State)

2.

Petitioner (s) taxpayer identification (e. g. social security) number (s) is (are)____________

3.

Petitioner (s) make (s) the following claims as to his tax liability:

Amount of Addition
Year

Amount of Deficiency
Disputed

to Tax, if any,
Disputed

Amount of
Overpayment
Claimed

T.C. Form a-S
(Oct. 1970)
Page 1
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Tax Court Form a-S
4.

The Commissioner of Internal

Revenue made the following errors in determining

this (these) tax deficiency (ies):
a. _______________________________________________________________________________________ _________

b. ________________________________________________________________________________________________

c. ________________________________________________________________________________________________

5.

Petitioner (s)

error (s) set out

in

assert (s)

paragraph 4.

the

following

(In your own

facts
words,

to

support

the

assignment (s)

describe fully the facts

of

in support

of your claim; use additional pages if necessary):

a.

b.

c.

Form a-S
Page 2
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Tax Court Form a-S
Petitioner (s) request (s) that the proceedings in this case be conducted as a ‘‘small

tax case” under section 7463 of the Internal Revenue Code of 1954, as amended, and Rule

36 of the Rules of Practice of the United States Tax Court.*

Signature of Petitioner (Husband)

Present Address

Signature of Petitioner (Wife)
(If joint return was filed)

Present Address

(See note below).

Signature and address of counsel, if retained by petitioner(s)

*

If you do not want to make this request, you should strike out the paragraph at the top of

the page.

In considering whether to request that the proceedings in this case be conducted as

a

tax case," your attention

‘‘small

is called to the following provisions of section 7463:

(a)
In General.—In the case of any petition filed with the Tax Court for a
redetermination of a deficiency where neither the amount of the deficiency placed
in dispute, nor the amount of any claimed overpayment, exceeds—
(1) $1,000 for any one taxable year in the case of the taxes imposed by
subtitle A [Income taxes] and chapter 12 [Gift Tax] , or

(2) $1,000, in the case of the tax imposed by chapter 11

[Estate Tax]

,

at the option of the taxpayer concurred in by the Tax Court or a division thereof
before the hearing of the case, proceedings in the case shall be conducted under
this section.***
Finality of Decisions.—A decision entered in any case in which the

(b)

proceedings are conducted under this section shall not be reviewed in any other

court and shall not be treated as a precedent for any other case.

★

★★★★★★★★

Form a-S
Page 3
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Tax Court Form a-S

Quick Check List

REMEMBER:
(1) To enter your full name (and also that of your spouse, if both
wish to file a petition) at the place indicated.
(2) To enter in Paragraph 1 the year or years for which deficiencies
in taxes or penalties are claimed.
(3) To enter in Paragraph 1 the name of the city and State where
the office of the Internal Revenue Service which issued the notice of
deficiency is located.
(4) To enter in Paragraph 2 your taxpayer identification number
or numbers.
(5) To enter in Paragraph 3 the year, amount of deficiency dis
puted, amount of addition to tax (additional amount or penalty), if
any, disputed and if an overpayment is claimed for the year the amount
of the overpayment claimed.
(6) To enter in Paragraph 4 the errors or mistakes you believe the
Commissioner of Internal Revenue made in your case. This means
errors in the adjustments to income and deductions made by the Com
missioner in the notice of deficiency.
(7) To enter in Paragraph 5 the facts you believe will show why
the Commissioner of Internal Revenue was in error in claiming a
deficiency against you or why you are entitled to an overpayment if
you are claiming an overpayment.
(8) To let the unnumbered paragraph folio-wing Paragraph 5 re
main in the petition if you wish to take advantage of the “small tax
case” procedure. If you do not, you should cross out this paragraph.
See the footnote to Form a—S.
(9) To sign your name and address (and your spouse should also
do so if both are filing the petition) at the end of the petition.
(10) To attach a copy of the notice of deficiency to your petition.
(11) To complete the Request for Place of Trial attached to the
form of the petition indicating the city and State in which you wish
to have your trial held.
(12) To mail the original and two copies to the United States Tax
Court, Box 70, Washington, D.C. 20044, not later than the 90th day
from the date appearing on the notice of deficiency. If you mail the
petition, the envelope should bear a United States postmark within
the 90-day period. Be sure to enclose and endorse your check or money
order in the amount of $10 as the filing fee with your petition.
NOTE: The checklist shown above and the instructions appearing on page 30-135
were obtained from the Tax Court’s instruction pamphlet, “Election of Small Tax
Case Procedure and Preparation of Petitions.”
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Tax Court Form a-S

General Instructions for Filling Out the Petition

The petition form for small tax cases has been prepared so that
it can be easily completed. You need only fill in the blank spaces with
the necessary information. Be sure to sign the petition and forward it,
with the $10 filing fee, to the Clerk of the United States Tax Court
at Box 70, Washington, D.C. 20044. If the notice of deficiency is
addressed to husband and wife both of you must sign the petition if
you both want to contest the deficiency. The petition must be filed
within the 90-day period provided by law for the filing of petitions
with the Court.
A quick check list of the information you should supply the Court
in your petition has been prepared for your assistance in completing
the petition and appears at page 9-10.
Request for Place of Trial. Attached to Form a-S, Petition, is a Re
quest for Place of Trial. Insert the names of the taxpayer or taxpayers
in the caption exactly as it or they appear in the caption of the peti
tion. Insert the name of the city and State where you would like to
have your case tried. You may consult the list of cities where Tax
Court trials are held set forth below to select the city most convenient
for you. Sign the Request for Place of Trial at the place indicated.
If you are represented by an attorney he may sign also.
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1973

SUPPLEMENT

Minimum Tax: Aggregation of Multiple Leases

S 57

See. 57(c)(2)

If a single parcel of real property is leased under two
or more leases, the lessor may elect to treat all the leased
portions of such property as subject to a single lease when
applying the “net lease test” called for in Sec. 57 (c)(1)(A).
By electing this procedure, the lessor can avoid the allo
cation problems that will arise where a single parcel of
property is divided and rented as a number of separate
units. The term “parcel of real property” includes leases on
adjacent properties.

Minimum Tax: Elimination of
“15 Percent Net Lease Test”
See. 57(c)(3)

Where real property has been in use for more than five
years, the taxpayer may elect not to be subject to the
“15 percent net lease test” imposed by Sec. 57 (c) (1) (A).
If the taxpayer makes this election, any lease of real prop
erty which has been in use for more than five years will not
be treated as a net lease as a result of the 15 percent test.
The election is made on a year-to-year basis. In the
case of members of a partnership, the election is made
on an individual basis and not by the partnership. (See
Sec. 703(b).)
73-1

§103

Interest on Governmental Obligations:
Industrial Development Bonds
Sec. 103(c)(6)(D)
Proposed Regs. Sec. 1.103-10

Generally, industrial development bond issues of more
than $1 million do not qualify as tax-free municipal bonds.
However, if certain conditions are met, a governmental
unit may elect to have an aggregate of $5 million of such
bonds qualify as tax-free municipal bonds.
The election is made in a statement signed by an author
ized official of the governmental unit. It should be filed
prior to the issuance of the bonds at the place where the
principal user of the facilities acquired or constructed
with the proceeds of such issue will file its income tax
return for the taxable year for which the election is made.
A copy of the statement should be attached to the income
tax return of the principal user for such taxable year. (For
information to be included in the statement, see Proposed
Regs. Sec. 1.103-10(b) (2) (vi) (b).)
For the industrial development bonds to continue to
qualify as an exempt small issue, supplemental statements
of subsequent capital improvements must be filed by the
user in accordance with Proposed Regs. Sec. 1.10310(b)(2)(vi)(c).

§167

Depreciation: Asset Depreciation Range System
Sec. 167(m)

Proposed Regs. Sec. 1.167(a)-11
Form 4832

A taxpayer can elect to use the ADR system of depreci
ation. Under ADR, taxpayers use a class life range, in
stead of the asset’s useful life, to compute depreciation
for all eligible property (Proposed Regs. Sec. 1.167(a)11(b)(5)(ii)).
The election is made by filing Form 4832 (or the equiv
alent information) with the income tax return for the tax73-2

able year in which the property is first placed in service.
If the taxpayer does not file a timely return (including
extensions), the election must be filed when the taxpayer
files his first return for that year. The election may be made
by an amended return only if such amended return is filed
no later than the time prescribed by law (including ex
tensions) for filing the return for the year of election.
Generally, the election for a taxable year applies to all
additions of eligible property during the taxable year of
the election, but does not apply to additions of eligible
property in any other taxable year. (See Proposed Regs.
Sec. 1.167(a)-11(f) for the complete requirements for
making this election.)
The election may not be revoked after the time for
filing the election has expired (Proposed Regs. Sec.
1.167(a)-11(f) (3)).

Depreciation: ADR—Used Property Rule
Sec. 167(m)
Proposed Reps. Sec. 1.167(a)-11(b)(5)(iii)
Form 4832

A taxpayer may exclude all (but not less than all)
used property from the ADR election if the unadjusted
basis of such property exceeds ten percent of the unadjusted
basis of all eligible property placed in service during the
taxable year of the election and if no specific used property
guideline class is in effect for the taxable year. For pur
poses of this election, “used property” means property
whose original use does not commence with the taxpayer.
The election is made on Form 4832 for the taxable
year. The amount of the unadjusted basis of the used prop
erty first placed in service should be included on the form.
Any information required by Proposed Regs. Sec. 1.167(a)11(f) should also be provided.
Once made, the election may not be revoked after the
time prescribed for filing the election.
73-3

§ 167

§ 167

Depreciation: ADR—Investment Credit Property
Sec. 167(m)
Proposed Regs. Sec. 1.167(a)-11(b)(5)(iv)

If a taxpayer has elected to use the ADR system of
depreciation, he may exclude from eligible property any
property first placed in service which either qualifies for
the investment credit or replaces investment credit prop
erty and thus reduces recapture. The election to exclude
investment credit property from ADR property may be
made with regard to all or less than all such property.
This election, like all ADR elections, must be made in
accordance with Proposed Regs. Sec. 1.167(a)-11(f).

Depreciation: ADR—“Subsidiary Assets”
Sec. 167(m)

Proposed Regs. Sec. 1.167(a)-11(b)(5)(vii)

If a taxpayer has elected to use the ADR system, he
may then elect to exclude all, but not less than all, “sub
sidiary assets” first placed in service during the taxable
year of election in an asset guideline class. The term “sub
sidiary assets” includes: jigs, dies, molds, glassware, return
able containers, and certain other equipment specified in
the proposed regulations.
The election may be made provided that:
1. The unadjusted basis of eligible subsidiary assets
placed in service during the year is equal to three percent
or more of all eligible property first placed in service in

the class during the year, and
2. The subsidiary assets are first placed in service be
fore the earlier of (a) the effective date of the first sup
plemental asset guideline class including such subsidiary
assets, or (b) January I, 1974.
This election, like all ADR elections, must be made in
accordance with Proposed Regs. Sec. 1.167(a)-11(f).
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§ 167

Depreciation: ADR—Averaging Conventions
Sec. 167(m)
Proposed Regs. See. 1.167(a)-11(c)(2)
TIR-1161,4/10/72
Form 4832

A taxpayer using the ADR system can adopt either the
“half-year” or the “modified half-year” convention de
scribed in Proposed Regs. Sec. 1.167(a)-11(c) (2) for
purposes of computing the allowance for depreciation of
a vintage account. The first-year conventions apply to all
additions and to all extraordinary retirements from a vin
tage account. (For a definition of “extraordinary retire
ment,” see Proposed Regs. Sec. 1.167(a)-11(d)(3)(ii);
“vintage account” is found in Proposed Regs. Sec. 1.167(a)11(b)(3).)
Modified half-year convention. All property in a vintage
account placed in service during the first half of the tax
able year is treated as placed in service on the first day
of the taxable year. All property in the account placed in
service during the last half of the taxable year is treated as
placed in service on the first day of the succeeding taxable
year. The same treatment is given to all extraordinary re
tirements during the year depending upon which half of
the year the asset is retired.
Half-year convention. All property in a vintage account
is treated as placed in service on the first day of the second
half of the taxable year. All extraordinary retirements
during the year are afforded the same treatment.
The election of a convention is made at the time the
taxpayer makes the general ADR election and is indicated
by checking the appropriate box on Form 4832. The same
convention must be applied to all vintage accounts in any
taxable year, but a different convention may be elected
each year. (See Proposed Regs. Sec. 1.167(a)-11(f) for
the information required to make the election.)
The election may not be revoked or modified after the
time for filing the election.

73-5

167

Depreciation: ADR—Repair Allowance
Sec. 167(m)
Proposed Regs. Sec. 1.167(a)-11(d)(2)
Form 4832

A taxpayer using the ADR system can elect to apply
certain “repair allowance” procedures described in Pro
posed Regs. Sec. 1.167(a)-11(d)(2)(iii). Under this pro
cedure, the cost of repairs for each asset guideline class
is treated as a deductible item if the amount falls within
the repair allowance percentages set forth in Rev. Proc.
72-10. Repair costs in excess of these percentages for the
taxable year must be capitalized in a single vintage ac
count called a special basis vintage account. (For treat
ment of these excess repair costs and the special basis vin
tage account in which they are placed, see Proposed Regs.
Sec. 1.167(a)-11(d) (2) (viii) and (3)(vi).) The repair
allowance election is designed to minimize potential con
troversy as to whether an item should be capitalized or is
a deductible expenditure.
An election is made each year as to whether or not
to use the repair allowance for an asset guideline class
with the return for the taxable year. Part II of Form 4832
must be filled out for each guideline class for which the
election is made. The election can be made only if books
and records sufficient to determine the information nec
essary for its application are maintained (see Proposed
Regs. Sec. 1.167(a)-11(d) (2) (v)) and must meet the
requirements of Proposed Regs. Sec. 1.167(a)-11(f).
The election may not be revoked or modified after the
time for filing the election.
Depreciation: ADR—Allocation of
Indirect Costs to Repairs
Sec. 167(m)
Proposed Regs. Sec. 1.167(a)-11(d)(2)(ii)(b)

If a taxpayer has not elected to use the repair allow
ance procedures (see the election under Proposed Regs.
73-6

Sec. 1.167(a)-11(d) (2), page 73-6) in accounting for ex
penditures for repairs, such expenditures need not include
indirect costs except to the extent the taxpayer allocates
such costs to repairs, etc., for financial reporting purposes.
However, the taxpayer may, at his option, consistently
include an allocation of indirect costs in such expenditures
without regard to whether they are included in financial
reports.
This election, like all ADR elections, must be made in
accordance with Proposed Regs. Sec. 1.167(a)-11(f).

Depreciation: ADR—Treatment of
Special Basis Vintage Account
Sec. 167(m)

Proposed Regs. Sec. 1.167(a)-11(d)(3)(vl)

In the event of an extraordinary retirement of repair
allowance property in a vintage account (or in the case
of certain abnormal retirements of assets not in a vintage
account), a taxpayer may elect to allocate the basis of
all special basis vintage accounts for the guideline class
to the retired asset.
The election to allocate basis is made on the tax return
for the taxable year of the election. The allocation is made
in the proportion that the adjusted basis of the retired
asset (as of the beginning of the year) bears to the
adjusted basis of all repair allowance property in the
guideline class at the beginning of the year. The election
to allocate can only be made if it is consistently applied
to all such extraordinary and abnormal retirements in the
taxable year. The allocation must also be adequately iden
tified in the taxpayer’s books and records. The information
necessary to make this election should be provided in
accordance with Proposed Regs. Sec. 1.167(a)-11(f).
Once made, this election may not be revoked after the
time for filing the election.
73-7

§ 167

§ 167

Depreciation: ADR—Reduction of Salvage Value
As Retirement Occurs
Sec. 167(m)
Proposed Regs. Sec. 1.167(a)-11(d)(3)(vii)(b)

Form 4832

A taxpayer may, at his option, follow the consistent prac
tice of reducing the salvage value for a vintage account
as all retirements occur or only as extraordinary but not
ordinary retirements occur, in lieu of adding the proceeds
from ordinary retirements to the depreciation reserve as
prescribed in Proposed Regs. Sec. 1.167(a)-11(d) (3) (iii).
By so electing, the taxpayer may be able to avoid the con
sequences of Proposed Regs. Sec. 1.167(a)-11(d) (3) (ix),
which calls for the recognition of gain in the event the
depreciation reserve of a vintage account exceeds its un
adjusted basis.
The election should be made within the time and man
ner prescribed by Proposed Regs. Sec. 1.167(a)-11(f).

Depreciation: ADR—Ordinary Retirement
by Transfer to Scrap
Sec. 167(m)

Proposed Regs. Sec. 1.167(a)-11(d)(3)(vii)(d)

In the case of retirements by transfers to scrap or sup
plies, if the taxpayer consistently follows the practice of
reducing the salvage value of a vintage account as ordi
nary retirements occur (see the election under Proposed
Regs. Sec. 1.167(a)-11(d) (3) (vii) (b) above), the follow
ing options exist:
The taxpayer may either:
1. Follow the consistent practice of reducing the salvage
value of the account by the amount of salvage value at
tributable to the retired asset and not adding the same
amount to the depreciation reserve, in which case the
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basis of the supplies or scrap account will be zero; or
2. Follow the consistent practice of reducing the salvage
value of the account by the amount of salvage value attrib
utable to the retired asset and adding the same amount
to the account’s depreciation reserve as long as the depre
ciation reserve is not increased to an amount in excess
of the account’s unadjusted basis. In this case, the basis in
the supplies or scrap account will be the amount added
to the depreciation reserve upon the transfer to scrap or
supplies.

Depreciation: ADR—Ordinary Retirement
by Transfer to Scrap—Special Option
Sec. 167(m)

Proposed Regs. Sec. 1.167(e)-11(d)(3)(viii)

In the case of retirements by transfers to scrap or sup
plies, if the taxpayer does not follow the consistent prac
tice of reducing the salvage value of a vintage account as
ordinary retirements occur, then the taxpayer may deter
mine the basis of assets retired under either:
1. The method outlined in Proposed Regs. Sec.
1.167(a)-11(d) (3) (vii) (c) and (d). (See the election
under Proposed Regs. Sec. 1.167(a)-11(d) (3) (vii) (d),
page 73-8); or
2. The consistent practice of subtracting from the sal
vage value of the vintage account (to the extent thereof)
the value of the retired asset (as determined in accordance
with the regulations) and then adding to the depreciation
reserve of the same vintage account the greater of (a)
the amount subtracted from the salvage value of the ac
count, and (b) the value of the asset as previously de
termined.
If the taxpayer follows the alternative procedures out
lined in this election, the reserve for depreciation of the
vintage account could exceed the account’s unadjusted
basis and result in recognition of gain.
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§188

On-the-Job Training and Child Care Facilities:
Amortization
Sec. 188(a)

Taxpayers may elect to amortize over a 60-month period
expenses incurred to acquire, construct, reconstruct, or re
habilitate property used as a facility for on-the-job training
of employees or as a child care center primarily for chil
dren of the taxpayers’ employees. The election to amortize
is made in lieu of claiming depreciation and is a tax prefer
ence item to the extent it exceeds otherwise allowable
depreciation (Sec. 57(a)(10)). The amortization is also
subject to depreciation recapture.
The time and manner for making this election is to be
prescribed by regulations.

§217

Moving Expenses: Reimbursement
and Deduction
Sec. 217
Proposed Regs. Sec. 1.217-2(a)(2)
Form 3903

In general, moving expenses are deductible in the year
paid or incurred. If a cash-basis taxpayer receives reim
bursement for a moving expense in a tax year other than
the year he pays such expense, he can elect to deduct the
expense in the year the reimbursement is received pro
vided that:
1. The expense is paid in the taxable year immediately
prior to the year of reimbursement, or
2. The expense is paid in the taxable year immediately
following the year of reimbursement, and is paid before
the due date of the return for the taxable year in which
the reimbursement is received. (See also the election under
Regs. Sec. 1.217-2(d)(2), page 4-20.)
The election to deduct moving expenses in the year of
reimbursement is made by claiming the deduction on the
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return for the taxable year in which the reimbursement is
received. The election can also be made on an amended
return or by a claim for refund within the statutory period
for refunds. Form 3903 or a similar statement explaining
the deduction should be attached to the return.

§ 217

Contributions: To Political Candidates

§ 218

Sec. 218(c)

Effective for years ending after December 31, 1971,
contributions made to political candidates after such date
may be deducted in amounts up to $50 on individual re
turns ($100 on joint returns). In lieu of this deduction,
taxpayers may elect to take a tax credit for half of their
total political contributions. However, this credit is limited
to $12.50 on individual returns and $25 for joint returns.
(See Sec. 41(b).)
In order to claim the deduction, it is necessary to item
ize deductions. Regulations as to how the credit is to be
claimed have not yet been issued.

§ 305

Stock and Stock Rights:
Disproportionate Distributions
Sec. 305(b)(2)
Proposed Regs. Sec. 1.305-3(d)

If a corporation has convertible stock or convertible
securities outstanding and distributes a stock dividend
with respect to the stock into which the convertible stock
or securities are convertible, such dividend will generally
be treated as a distribution to which Sec. 301 applies
unless the corporation elects to adjust the conversion ratio
of the convertible securities. By making this election, no
increase in proportionate interest in the assets or earnings
and profits of the corporation by reason of the stock div73-11
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§ 402

idend will be considered as having occurred.
The election to adjust the conversion ratio must be
made by the earlier of the following:
1. Three years after the date of the stock dividend, or
2. The date as of which the aggregate stock dividends
(for which adjustment of the conversion ratio has not pre
viously been made) total at least three percent of the
stock issued and outstanding on the date of the first such
stock dividend.
To make the election, the distributing corporation must
attach a statement to its income tax return for the taxable
year of the distribution. The statement should indicate
that the corporation elects to make an adjustment in the
conversion ratio within the time prescribed. A copy of the
corporate authority for such an adjustment procedure
should also be attached.

Employees’Trust: Computation of
Employer Contributions
Sec. 402(a)(5)
Proposed Pegs. Sec. 1.402(a)-2(b)(2)(ii)

For plan years beginning after December 31, 1969, a
distributee of an exempt qualified trust may elect to have
the amount considered as employer contributions reduced
by the excess (if any) of the total gross premiums paid
under an annuity, retirement income, endowment, or other
life insurance contract purchased for the employee over
the total adjusted premiums under such contract.
For this purpose, the adjusted premium for any year
is the amount of premium considered by the insurer in
computing the cash surrender value of an insurance con
tract for such year. The total adjusted premiums do not
include the adjusted premiums for any period for which
the gross premiums are waived.
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Employees’ Trust: Computation of
Ordinary Income Element
Sec. 402(a)(5)
Proposed Regs. Sec. 1.402(a)-2(c)(3)(ii)

A distributee may elect to compute the ordinary income
element of a lump-sum distribution from a defined contri
bution plan in effect on December 31, 1969 with respect
to an employee who was a participant in the plan at any
time during the plan year (including such date) under
either of the two methods described in Proposed Regs.
Sec. 1.402(a)-2(c) (3) (ii). This election may only be
made if the sum of the adjusted pre-1970 balance and the
post-1969 employer contributions credited to the account
of the employee is greater than the excess (if any) of the
balance in his account immediately before payment of
such distribution over the net employee contributions.

§ 511

Unrelated Business Income: Treatment of
Title-Holding Company Income
Sec. 511(c)
Proposed Regs. Sec. 1.511-2(c)(1)

If an exempt title-holding company (described in Sec.
501(c) (2)) pays an amount of its net income for a taxable
year to an organization exempt from taxation under Sec.
501(a) (or would pay such an amount except that its ex
penses exceed its income), and if both entities file a con
solidated return for such year, then the title-holding com
pany is treated, for purposes of the unrelated business in
come tax, as being organized and operated for the same
purposes as the other exempt organization. In addition,
the title-holding company will also be treated as being
organized and operated for its title-holding purpose. (See
also Sec. 1504(e) and Proposed Regs. Sec. 1.1502-100.)
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§ 512

Unrelated Business Income: Allocation of
Mechanical and Distribution Costs of Periodicals
Secs. 512(a)(1), 513(c)
Proposed Regs. Sec. 1.512(a)-1(f)(6)(ii)(c)

For purposes of determining its unrelated business tax
able income from the sale of advertising in its periodicals,
an exempt organization may elect to keep its records in
a manner that accurately reflects the allocation of mechan
ical and distribution costs of its publications. The record
keeping manner selected will be left to the exempt organ
ization where there is no factor in the character of the
periodical to indicate that such an allocation would be
unreasonable.
Unless this election to keep accurate records of the
allocation of mechanical and distribution costs is made,
the portion of these costs that is includible in determining
direct advertising costs will be determined on the basis
of the ratio of advertising lineage to total lineage of the
periodical and the application of that ratio to the total
mechanical and distribution costs of the periodical.

Unrelated Business Income: Consolidation
of Multiple Periodicals
Secs. 512(a)(1), 513(c)
Proposed Regs. Sec. 1.512(a)-1(f)(7)(i)

In determining the amount of unrelated business taxable
income derived from the sale of advertising, an exempt
organization publishing two or more periodicals for the
production of income may treat the gross income from
all (but not less than all) such periodicals and the items
of deduction directly connected with such periodicals (in
cluding readership costs) on a consolidated basis as if
such periodicals were one periodical. (Readership costs
are defined in Proposed Regs. Sec. 1.512(a)-1(f) (6) (iii).)
Such treatment must, however, be followed consistently.
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Once adopted, any revocation of this election is considered
a change of accounting method and requires the permis
sion of the Commissioner.

Unrelated Business Income: Exempt Function
Income of Title-Holding Company
Sec. 512(a)(3)(C)
Proposed Regs. Sec. 1.512(a)-3(d)(1)

An exempt title-holding company (described in Sec.
501(c)(2)) whose income is payable to an exempt social
club or employees’ association may be treated as having
exempt function income if it files a consolidated return
with the payee organization. By filing a consolidated re
turn, the computation of unrelated business taxable income
including exempt function income will be computed on
a consolidated basis.
Note: Regardless of whether a consolidated return is
filed, a title-holding company whose income is payable
to a social club or employees’ association will be subject
to the unrelated business income tax as though it were
a social club or an employees’ association.

Unrelated Business Income: Sale of Exempt
Function Property—Nonrecognition of Gain
Sec. 512(a)(3)(D)
Proposed Regs. Sec. 1.512(a)-3(e)(7)

A social club or employees’ association can defer any
gain on the sale of property which was used directly in
its exempt function if such organization replaces such prop
erty with other property to be used in performance of the
exempt function. Gain from such sale will be recognized
only to the extent that the sales price of the old property

exceeds the cost of acquiring the new property. The new
property need not be similar in nature or use to the old
property.

73-15

§ 512

§ 512

To take advantage of this deferral procedure, the exempt
organization must have replaced the property within a
period beginning one year before the date of such sale
and ending three years after such date.
Whenever an exempt social club or employees’ associa
tion makes a sale of property and does not recognize gain
thereon pursuant to Sec. 512(a)(3)(D), the statutory
period prescribed in Sec. 6501(a) for the assessment of
the deficiency attributable to any part of such gain shall
not expire prior to the expiration of three years from the
date of notification to the Internal Revenue official with
whom the return was filed for the taxable year or years
in which the gain from the sale of the property was real
ized and not recognized that:
1. The organization’s cost of the new property exceeded
the cost of the old property resulting in the nonrecognition
of any part of any gain, or
2. The organization subsequently decided not to pur
chase other property within the period when such a rein
vestment would result in nonrecognition of gain, or
3. The organization failed to make a purchase within
the required period.
If (1) applies and some part of the gain will be reac
quired because the sales price of the old property exceeds
the cost of the new, or if (2) or (3) applies, the notification
should be accompanied by an amended return for the year
in which the gain from the sale of the old property was
realized, in order to recognize such gain in that year.

Unrelated Business Income: Time to Make
Set-Aside
Sec. 512(a)(3)(A), (B)
Proposed Regs. Sec. 1.512(a)-3(c)(3)(vii)
Form 990-T

In the case of a social club or employees’ association,
set-aside income refers to the net income which is set
aside for certain religious, charitable, or scientific pur
poses, etc. (See Proposed Regs. Sec. 1.512(a)-3(c) (3)73-16

(iii).) Such income will generally be excluded from
gross income only if it is set aside in the taxable year
in which it is includible in gross income. However, in
come set aside on or before the date prescribed for filing
the Exempt Organization Business Income Tax Return
(Form 990-T) for the taxable year (including any exten
sion of time) may, at the election of the taxpayer, be
treated as having been set aside in such taxable year but
only to the extent attributable to amounts that would have
been includible in gross income for such year.

§ 512

Unrelated Debt-Financed Income:
Indeterminate Acquisition Price

§ 514

Sec. 514(a)(1)
Proposed Regs. Sec. 1.514(a)-1(a)(4)(i)

In computing the income to be taken into account with
respect to debt-financed property for purposes of the un
related business income tax, an exempt organization that
acquires (or improves) property for an indeterminate
price may elect to determine the initial acquisition indebt
edness and the unadjusted basis of the property by using
a method other than those prescribed by Proposed Regs.
Sec. 1.514(a)-1(a)(4)(ii) and (iii).
To make the election, the consent of the Commissioner
is required.

Unrelated Debt-Financed Income:
“Neighborhood Land Rule”
Sec. 514(b)(3)(A)
Proposed Regs. Sec. 1.514(b)-1(d)(1)(iii)

The “neighborhood land rule” (described in Proposed
Regs. Sec. 1.514(b)-1(d) (1) (iii)) states that if an exempt
organization other than a church acquires certain real
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property the principal purpose of which is to use the land
in performance of its exempt purpose, such property will
not be treated as debt-financed property if used for the
exempt purpose commencing within ten years of the time
of its acquisition. However, after the first five years of
the ten-year period, the neighborhood land rule will apply
only if the exempt organization can establish to the satis
faction of the Commissioner that future use of the acquired
land in furtherance of the organization’s exempt purpose
before the expiration of the ten-year period is reasonably
certain.
In order to satisfy the Commissioner, the organization
must have at least a definite plan detailing a specific im
provement and a completion date, and some affirmative
action towards the fulfillment of such a plan. The informa
tion should be forwarded to the Commissioner for a ruling
at least 90 days before the end of the fifth year after
acquisition of the land.

“Neighborhood Land Rule”: Claim for Refund
Sec. 514(b)(3)(D)
Proposed Regs. Sec. 1.514(b)-1 (d)(4)

If an exempt organization other than a church has not
satisfied the actual use condition of the “neighborhood
land rule” before the date for filing the return (including
extensions) for the taxable year, the tax for such year
should be computed without regard to the application of
such actual use condition. Nevertheless, an exempt organi
zation may file a claim for refund for any overpayment of
tax which later results from satisfaction of the actual use
conditions within the required time period. This is so
even though such refund would otherwise be prevented
by operation of law.
A refund may be allowed if the claim is filed within
one year after the close of the taxable year in which such
actual use condition is satisfied. Interest on any overpay
ment for a taxable year resulting from the satisfaction of
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this actual use condition is allowed only at the rate of
four percent instead of the usual six percent per annum.

§ 514

Unrelated Debt-Financed Income:
Church Property
Sec. 514(b)(3)(E)
Proposed Regs. Sec. 1.514(b)-1(e)(1) and (2)

If a church or association or convention of churches
acquires real property for the principal purpose of using
the land within 15 years from the time of its acquisition
in order to fulfill the church’s exempt purpose, the prop
erty will not be treated as debt-financed property so long
as the organization does not abandon its intent to use the
land in such a manner within the 15-year period.
This treatment does not apply to any property after the
expiration of the 15-year period. Furthermore, after the
first five years of the 15-year period this treatment will
continue to apply only if the church or association or con
vention of churches establishes to the satisfaction of the
Commissioner that use of the acquired land in furtherance
of the organization’s exempt purpose before the expiration
of the 15-year period is reasonably certain.
In order to satisfy the Commissioner, the organization
must have at least a definite plan detailing a specific im
provement and a completion date, and some affirmative
action toward the fulfillment of such a plan. The informa
tion should be forwarded to the Commissioner for a ruling
at least 90 days before the end of the fifth year after
acquisition of the land.

Adjusted Exploration Expenses: Recapture on
Disposition of Portion of Property

§ 617

Sec. 617(d)(2)
Proposed Regs. Sec. 1.617-4(b)(3)

Under Sec. 617(d), gain from the disposition of mining
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§ 636

property is treated as ordinary income to the extent it is
attributable to deductions allowed for exploration expendi
tures under Sec. 617(a). If only a portion of mining prop
erty is sold, all exploration expenditures with respect to
the property are treated as attributable to the property
sold unless an undivided interest is sold, in which case a
proportionate part of the exploration expenditures are
treated as attributable to the undivided interest.
This general rule will not apply if the taxpayer estab
lishes to the satisfaction of the Commissioner that such
expenditures relate neither to the portion (or interest there
in) disposed of nor to any mine in the property held by
the taxpayer before the disposition which has reached
the producing stage. The taxpayer may establish these
facts by filing a statement with the Commissioner setting
forth the information required by Proposed Regs. Sec.
1.617-4(b) (3). The time for filing this statement is not
specified by the proposed regulations.
If the statement is not filed with the Commissioner, the
District Director is authorized to make the same determi
nation upon his own initiation.

Mineral Production Payments: Treatment
As Loans
Sec. 636(a)

Temporary Regs. Sec. 13.0
Proposed Regs. Sec. 1.636-4

A taxpayer may elect to treat all mineral production
payments which the taxpayer carved out of mineral prop
erties after the beginning of his last taxable year ending
before August 7, 1969 as mortgage loans under Sec. 636.
(See 1969 Tax Reform Act, P.L. 91-172, §503(c)(2).) In
the absence of this election, the provisions of Sec. 636
apply only to mineral production payments created on or
after August 7, 1969, other than mineral production pay
ments created before January 1, 1971, pursuant to a bind
ing contract entered into before August 7, 1969.
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Under the proposed regulations, the election may be
made no later than the 90th day after the date on which
permanent regulations under Sec. 636(a) are published
in the Federal Register. The election is made in a state
ment indicating the taxpayer’s election under Sec.
503(c)(2) of the 1969 Tax Reform Act. The statement
should be attached to the income tax return (or amended
return) for the first taxable year in which the taxpayer
created a production payment to which the election ap
plies. A statement should also be attached to an amended
return for each subsequent taxable year for which an in
come tax return has been filed prior to making the elec
tion if the tax liability for such year is affected by the
election. The statement should include the information
called for in Proposed Regs. Sec. 1.636-4(c) (2).
Once made, the election is irrevocable unless consent
to revoke is granted by the Commissioner. An application
to revoke must be filed within the time specified for
making the election.

§ 636

Sources of Income: Rentals of
Certain Aircraft and Ships

§ 861

Sec. 861(e)

If a taxpayer leases a domestically produced aircraft
or vessel used in international commerce to a U.S. person,
he may elect to treat the income derived (including any
gain on disposition) with respect to the aircraft or vessel
as income derived from sources within the U.S.
To qualify for the election, the aircraft or vessel must be:
• Investment property subject to the investment credit
or would be but for Sec. 48(a)(5);
• Leased to a U.S. person other than a member of the
same controlled group of corporations as the taxpayer; and
• Manufactured or constructed in the U.S.
The time and manner for making the election is to be
prescribed by regulations.
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§ 992

DISC: Election of Status
Sec. 992(b)(1)
Form 4876

A qualified corporation can elect to be treated as a
domestic international sales corporation (DISC) for tax
able years beginning after December 31, 1971.
To make the election, a corporation must file a state
ment of election with the Service center with which it
files its income tax return. The statement should be titled,
“Election to be Treated as a DISC,” and should contain
the information called for in Rev. Proc. 72-12.
For new corporations whose first taxable year begins
in 1972, the election may be filed within 90 days after
the beginning of such taxable year. For corporations in
existence before 1972, the election should generally be
filed during the 90-day period preceding the beginning
of the taxable year beginning in 1972.
To be effective, all persons who are stockholders in the
electing corporation must consent to the election. These
statements of consent should generally be filed within 90
days after the first day of the first taxable year for which
the election will apply and can be attached to the state
ment of election. The consents and the manner of con
senting are prescribed in Rev. Proc. 72-12.
An election to be treated as a DISC can be revoked by
filing a termination. The termination is effective for the
taxable year in which it is filed, if filed during the first
90 days of such taxable year. In the event the revocation
is filed after the first 90 days of the taxable year, the ter
mination will not be effective until the following taxable
year.
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DISC: Deficiency Distributions to Meet
Qualification Requirements
Sec. 992(e)

If a DISC fails to satisfy the conditions specified in
Sec. 992(a)(1)(A) relating to gross receipts, or Sec.
992(a)(1)(B) relating to qualified assets, it may elect to
make a deficiency distribution after the close of its taxable
year with regard to the taxable income attributable to
nonqualified receipts or with respect to nonqualified assets,
and thus avoid disqualification as a DISC.
When a DISC makes a deficiency distribution, it should
be designated as a distribution to meet qualification re
quirements.

DISC: Intercompany Pricing Rules

§ 994

Sec. 994(a)

In the case of a sale of export property to a DISC by
a related party, the transfer price will be deemed to be a
price which would allow the DISC to derive taxable in
come attributable to the sale of such property in an amount
which does not exceed the greatest of:
1. Four percent of the qualified export receipts on the
sale of the property by the DISC plus ten percent of the
export promotion expenses of the DISC attributable to
these receipts;
2. Fifty percent of the combined taxable income of the
DISC and the related party which is attributable to the
qualified export receipts plus ten percent of the export pro
motion expenses of the DISC attributable to these receipts;
or
3. Taxable income based upon the sale price actually
charged (but subject to the rules provided in Sec. 482).
By the allowance of this choice of methods, the DISC
and its supplier may make adjustments upwards or down73-23

§ 994

wards following the close of the taxable year in which the
DISC sells the goods to obtain the most favorable allo
cation of income permitted by these rules.

DISC: Certain Freight Expenses
Sec. 994(c)

If a DISC elects to ship export property aboard U.S.
flag vessels and U.S. owned and operated aircraft where
the law does not require that such property be shipped
aboard such aircraft or vessels, the DISC can then in
clude 50 percent of these freight expenses in export pro
motion expenses. Insurance costs should not be included
in freight expense.

§ 1502

Consolidated Returns: Reduction of
Basis for Excess Losses
Sec. 1502
Proposed Regs. Sec. 1.1502-19(a)(6)

If a corporation disposes of stock of a subsidiary, it may
elect to apply all or any part of the excess loss account
(determined under Regs. Sec. 1.1502-14 and -32) with
respect to such stock to reduce the basis of any other
stock or obligation of the subsidiary held by the disposing
member immediately before the disposition. Only the
excess loss account which remains after the reduction of
basis need be included in income under Regs. Sec. 1.150219(a). If Regs. Sec. 1.1502-19 (a)(4) (which deals with
excess losses occurring prior to January 1, 1966) applies,
a special sequence of loss reductions is prescribed.
The proposed regulations are silent on the procedure to
be followed in making this election.
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§ 3402

Withholding Tax: Special Allowance
Sec. 3402(f)(1)(G)
Form W-4

A single person and any married person whose spouse is
not also employed may be entitled to claim a “special
withholding allowance.” This allowance may not be
claimed by either husband or wife when both are em
ployed, or by any employee who has two or more con
current jobs.

Private Foundations: Computation of Minimum
Investment Return

§ 4942

Sec. 4942(e)(1)
Proposed Regs. Sec. 53.4942(a)-2(c)(1 )(i)

If an asset is not actually being used for purposes of a
foundation’s charitable, educational, or other similar ex
empt function, it may still be excluded from assets upon
which a minimum investment return must be computed.
To do this, the foundation must establish to the Com
missioner’s satisfaction that the asset’s immediate use in its
exempt function is not practical and that definite plans exist
to commence such use within a reasonable period of time.

Private Foundations: Certain Loans as
Qualifying Distributions
Sec. 4942(g)(1)
Proposed Regs. Sec. 53.4942(a)-3(a)(2)

For the purpose of determining qualifying distributions
(to arrive at undistributed income of a private foundation
subject to tax), a foundation may treat a repayment after
December 31, 1969 of a loan made before January 1, 1970
as a qualifying distribution if the funds were borrowed
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to make expenditures for a specific charitable or similar
purpose. The amount of such qualifying distribution is
limited to the amount of the loan which the foundation
expended for charitable or similar purposes before Jan
uary 1, 1970.

Private Foundations: Extension of “Correction
Period” for Failure to Distribute
Sec. 4942(j)(2)

Proposed Regs. Sec. 53.4942(a)-1 (c)(3)

A private foundation may take action to extend the
“correction period” (see Sec. 4942(j)(2)) in which to
mitigate taxes imposed by Sec. 4942 for failure to distrib
ute income. Generally, the correction period begins with
the first day of the taxable year and ends 90 days after
the mailing of a notice of deficiency for taxes imposed by
Sec. 4942.
The correction period will be extended:
1. If the foundation in good faith actively seeks to take
corrective action but it cannot reasonably expect to com
plete it before the end of the correction period, and failure
to distribute was an isolated occurrence not likely to recur;
or
2. If the foundation files a claim for refund of the tax
imposed under Sec. 4942(a)(1) within the unextended
correction period, the Commissioner will extend the cor
rection period for as long as the claim is still pending.
In the event the refund claim (in (2) above) is denied,
the correction period will be extended for an additional
90 days to permit the foundation to file a suit or proceed
ing referred to in Sec. 7422(b). The correction period
will be further extended during the pendency of such suit.
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§ 4942

Private Foundations: New Foundations—
Special First-Year Rule
Sec. 4942(j)(3)

Proposed Regs. Sec. 53.4942(b)-6(e)

Generally, a new foundation will only be treated as an
operating foundation if it can meet the tests of Sec.
4942(j)(3). If a foundation meets these tests by the end
of its first taxable year, it will be treated as an operating
foundation from the beginning of such taxable year. (See
Proposed Regs. Sec. 53.4942(b)-6(d).) However, the
foundation may be treated as an operating foundation
without having to await the close of its first year if it sub
mits evidence prior to the end of its first taxable year that
establishes to the satisfaction of the Commissioner that it
can reasonably be expected to meet the tests referred to
in Proposed Regs. Sec. 53.4942(b)-6(d).

§ 4944

Private Foundations: Extension of “Correction
Period” for Jeopardizing Investment
Sec. 4944(e)(3)
Proposed Regs. Sec. 53.4944-5(d)

If a private foundation makes an investment which
jeopardizes its exempt purpose, it is subject to a tax im
posed by Sec. 4944(a)(1). If the jeopardizing investment
is not eliminated within the “correction period” (Sec.
4944(e)), the foundation is subject to an additional tax
imposed by Sec. 4944 (b)(1). Extension of the correction
period to dispose of a jeopardizing investment of a private
foundation (after mailing of a deficiency notice) can be
accomplished if the foundation:
1. Within 90 days files a petition in Tax Court under
Sec. 6213(a), or
2. Within 90 days pays the tax under Sec. 4944(a)(1)
and files a claim for refund.
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§ 4945

Private Foundations: Status of Certain
Nonpartisan Organizations
Sec. 4945(f)

Proposed Regs. Sec. 53.4945-3(b)(4)

A new foundation which is described in Sec. 501(c) (3)
and exempt from taxation under Sec. 501(a) and carrying
on nonpartisan activities may, during its first taxable year,
request an advance ruling that it be considered as an
organization described in Sec. 4945(f). Such an advance
ruling will avoid the requirement of Proposed Regs. Sec.
53.4945-3(b) (3) (ii) that it await the close of its first tax
able year before classification as a Sec. 4945(f) organi
zation.
An organization will be given an advance ruling that it
is an organization described in Sec. 4945(f) if it submits
evidence to the Commissioner establishing that it can be
reasonably expected to meet the tests described in Sec.
4945(f).

§ 6011

Tax Returns: Withholding for Domestic Service
Sec. 6011(a)

Regs. Sec. 31.6011(a)-1(a)(3)

Generally, Form 942 is the form prescribed for making
a return with respect to income tax withheld, pursuant to
an agreement under Sec. 3402(p), from wages paid for
domestic service in a private home. However, an employer
may elect under Regs. Sec. 31.6011(a)-1(a) (3) to use
Form 941 as his return for FICA instead of Form 942.
(See also Regs. Sec. 31.6011(a)-4(a)(2).)

§ 6096

Presidential Election Campaign Fund
Sec. 6096(a)

For taxable years ending on or after December 31, 1972,
individual taxpayers (other than nonresident aliens) may
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designate that $1.00 of their income tax liability ($2.00 if
both spouses so designate in a joint return) shall be paid
into the Presidential Election Campaign Fund. Taxpayers
may designate in favor of candidates of a specific political
party. If no party is designated, the money will go into
the general account for all Presidential and Vice-Presi
dential candidates.
Time and manner for making the designation will be
prescribed by regulations.
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6096

Subject Index

Subject Index

A
Accounting methods
adoption or change, 7-5
advance payments, goods, long
term contracts, and future ser
vices, 7-6
controlled foreign corporations,
16-11
life insurance companies, 14-1
long-term contracts, 7-5, 7-6
Accounting period
adoption of taxable year, 7-1
52-53-week year, 7-1
Accounting period change
certain individuals, 7-4
existing partnership, 7-2
newly formed partnership, 7-2
newly married individuals, 7-3
Accumulation distributions, tax on,
12-3
Accumulation of earnings, burden
of proof, 9-1
Accumulation trusts
capital gain distributions, 12-5
capital gain throwback, 12-5
multiple distributions, 12-4
tax on accumulation distribu
tions, 12-4
Additional first-year allowance, de
preciation, 4-16

Adjusted exploration expenses, re
capture, 11-8
Administration expenses, estates
and trusts, 12-1
ADR, see asset depreciation range
system

Advanced royalties, mineral prop
erty, 11-1
Advance payments, 7-6

Affiliated groups
apportionment of investment
credit among members, 3-2
dividends-received deduction,
4-20
profit-sharing plans, 6-1
Aggregation
nonoperating mineral interests,
11-6
separate properties, operating
mineral interests, 11-4

Aircraft rental as source of income,
73-21

Amortization
bond premium, 4-12
coal mine safety equipment, 4-19
on-the-job training and child
care facilities, 73-10
pollution control facility, 4-10
railroad grading and tunnel
bores, 4-18
railroad rolling stock, 4-17
Annuities and pensions, withhold
ing, 26-4
Annuity vs. lump sum, 4-1
Appreciated securities, nontaxable
transfers, 22-1

Asset depreciation range system
(ADR), 73-2
allocation of indirect costs to
repairs, 73-6

averaging conventions, 73-5
investment credit property, 73-4
ordinary retirement by transfer
to scrap, 73-8, 73-9
reduction of salvage value as
retirement occurs, 73-8
repair allowance, 73-6
subsidiary assets, 73-4
treatment of special basis vin
tage account, 73-7
used property rule, 73-3
Asset disposal dates, investment
credit, 3-5
Assets, reduction in basis of, 5-5
Assets valuation, charitable remain
der trusts, 12-3
Average basis, regulated invest
ment company stock, 17-1

B
Bad debts
guaranteed debt obligations,
4-7
mutual savings banks, 10-2
partial worthlessness, 4-6
treatment, 4-6
Banks
reserve for losses on loans, 10-1
common trust fund, information
returns, 28-3
Beneficiaries, installment obliga
tions inherited under ’39
Code, 12-6
Bond premium, amortization, 4-12
Bonuses, withholding tax, 26-3
Building and loan associations
character of loans, 28-18
requirements for qualification,
28-18
Business development corporations
reserve for losses, 10-2
securities transactions, 10-1
Business income, see unrelated
business income
Burden of proof, accumulation of
earnings, 9-1

Business expenses, incidental mate
rials and supplies, 4-5

c
Canadian subsidiary, consolidated
returns, 23-8
Capital, contributions to, 5-5
Capital gain distribution, accumu
lation trusts, 12-4
Capital gain property, ceiling on
contributions by individuals,
4-11
Capital gain throwback, accumula
tion trusts, 12-5
Capital improvements, minor, on
foreclosed property, 10-4
Carryback, extension for corpora
tion expecting, 28-11
Carrying charges and taxes on
property, 4-22
Charitable contributions
ceiling for individuals, capital
gain property, 4-11
corporations, timing of deduc
tion, 4-11
by private foundations, 27-1
year of deduction, 12-1
Charitable remainder trusts, asset
valuation dates, 12-3
Child care facilities, amortization,
73-10
Church property, unrelated debtfinanced income, 73-19
Circulation expenses, 4-13
Civil aircraft, installment payment
of tax, 28-11
Claims against estate, limitations
on deductibility, 25-2

Closely held business, extensions
for estate tax on, 28-12
Closing agreement, 28-15
Coal mine safety equipment, amor
tization, 4-19
Collapsible corporations, sale of
stock, 5-4
Commodity Credit Corporation
loans as income, 4-2

Common fiscal year, consolidated
returns, 23-7
Common trust fund, banks, 28-3
Community property, foreign, allo
cation of income, 16-17
Compromise, offers in, 28-16

Computation (s)
fractional dollar amounts, 28-9
historical costs, controlled for
eign corporations, 16-10
taxable income, short-period re
turns, 7-4
whole dollar amounts, 28-9
withholding tax, 26-2
computation of tax by IRS, 28-2
Computer software, cost of devel
oping, 4-14
Concentrated risk premium per
centage, geographical areas
for, 14-4
Condemnation, treatment as sale,
17-3
Conscientious objector, self-em
ployment tax, 21-2
Consent dividends, PHC, 9-5
Consent of new shareholders, small
business corporations, 20-2
Conservation expenses, soil and
water, 4-15
Consolidated returns
adoption of common fiscal year,
23-7
allocation of income taxes, 23-4,
23-8
allocation of mine exploration
expenses, 23-3
allocation of surtax exemption,
23-9
deemed dividends, 23-3
deferred intercompany transac
tions, 23-2
discontinuance, 23-5
earnings and profits, 23-4
election to file, 23-5
erroneous inclusion of nonmem
ber, 23-6

estimated tax payments, 23-2
foreign tax credit, 23-1
gain or loss on divestiture, 23-2
inclusion of ineligible corpora
tions, 23-6
limitation on foreign tax credit,
23-1
Mexican or Canadian subsidiary,
23-8
privilege to file, 23-1
reduction of basis for excess
losses, 19-3, 73-24
separate short-period returns,
23-7
taxable year and periods of 30
days or less, 23-7
Contingent payments by fran
chisee, 18-3
Contributed property, partner’s dis
tributive share, 13-2
Contributions
of employer to employees’ trust,
73-12
to political candidates, 73-11
of private foundations, 27-2
to presidential election campaign
fund, 73-28
Controlled corporations
multiple tax benefits, apportion
ment, 24-2
surtax exemption, apportion
ment, 24-1
Controlled foreign corporations
accounting method, 16-11
computation of historical costs,
16-10
conversion to dollars, translation
period, 16-14
cost of sales, translation into dol
lars, 16-12
determination of earnings and
profits, 16-14
exchange rate, 16-13
exclusion of Subpart F income,
16-7
extended distribution period,
16-10

information returns, 28-5
life insurance taxable income,
16-5
limitation of tax for individuals,
16-6
qualified investment in LDC,
16-5
rights of minority stockholders,
16-11
subcomposition of group, 16-9
translation of cost of sales into
dollars, 16-12
translation of prepaid expense or
income into dollars, 16-12
see also foreign corporations
Controlled groups, overlapping,
choice of group, 24-4
Corporations
change of accounting period,
7-3
collapsible, sale of stock, 5-4
extensions when expecting carry
back, 28-11
ineligible, inclusion in consoli
dated returns, 23-6
installment payment of tax,
28-10
timing of deduction for contri
bution, 4-11
Correction of error, agreement with
IRS, 19-1
Credits and refunds
claim for refund, 28-14
quick-refund procedure, 28-14
Crop insurance proceeds, year of
inclusion, 7-6
Current distribution of income, for
eign investment companies,
18-1

D
Dealers in personal property, in
stallment accounting, 7-7
Death taxes
foreign, 25-3
state, 25-2
Decedents, medical expenses, 4-19

Deductions
allocation of, estates and trusts,
12-2
for contribution by corporation,
timing of, 4-11
and recapture, mining explora
tion expenditures, 11-7
and reimbursement, moving ex
penses, 73-10
Deemed dividends, consolidated re
turns, 23-3
Deemed tax credits, foreign in
come, 16-3

Deferred intercompany
tions, consolidated
23-2

transac
returns,

Deficiency dividend, PHC, 9-3
Deficiency procedures, choice of
court, 28-13

Delay rentals, development costs,
11-1
Dependents, multiple support, 4-5
Depreciation
accounting for property, 4-7
additional first-year allowance,
4-16
change of method, 4-8
change of method for Sec. 1250
property, 4-9
choice of method, 4-8
low-income rental housing, 4-10
rates and life, 4-8
reduction of salvage value, 4-9
see also asset depreciation range
system (ADR)
Development costs, delay rentals,
11-1
Development expenses, deferment,
11-7
Disaster loss, year of deduction,
4-5
DISC, see domestic international
sales corporation
Discharge of indebtedness, exclu
sion from income, 4-3

Discount, obligations issued at, 7-8
Distribution(s)
basis of stock rights acquired in,
5-2
controlled foreign corporations,
16-10
disproportionate, stock and stock
rights, 73-11
of income, foreign investment
companies, 18-1
of previously taxed income, small
business corporations, 20-3
private foundation loans as qual
ifying, 73-25
by trusts, year of credit, 12-2
Divestiture, gain or loss on, 23-2
Dividends
consent, PHC, 9-5
deemed, consolidated returns,
23-3
deficiency, PHC, 9-3
information returns, time to fur
nish, 28-6
Dividends paid
after close of year, PHC, 9-5
timing of, real estate investment
trust, 15-3
timing of, regulated investment
company, 15-2
Dividends-received deduction
affiliated groups, 4-20
phase-in of, in multiple surtax
election, 24-5
Dollar-value Lifo, 7-12
Domestic international sales cor
poration (DISC)
deficiency distributions to meet
qualification requirements,
73-23
election of status, 73-22
freight expenses, 73-24
intercompany pricing rules,
73-23
Domestic service, withholding for,
73-28
Drilling costs, see intangible drill
ing costs
Dues, prepaid income, 7-10

E
Earnings and profits
allocation of tax liability, 23-8
consolidated returns, 23-4
controlled foreign corporations,
16-14
Effectively connected income, for
eign corporations, 16-1
Employees’ trust
computation of employer contri
butions, 73-12
computation of ordinary income
element, 73-13
Employer, contribution to em
ployees’ trust, 73-12
Error correction, agreement with
IRS, 19-1
Estate(s)
alternate valuation dates, 25-1
consisting of closely held busi
ness, extensions of tax on,
28-12
estate tax on remainder interest,
extension, 28-11
installment payment of tax, 2810
limitation on deductibility in
claims against, 25-2
valuation
deduction of certain expenses,
25-1
deduction of certain losses,
25-4
Estates and trusts
administration expenses, 12-1
allocation of deductions, 12-2
Estimated tax
return as declaration or amend
ment, 28-3
separate or joint declaration,
28-2
Estimated tax payments, consoli
dated returns, 23-2
Excess business holdings, disposi
tion by private foundations,
27-2

Excess deductions account, farm
ers, 18-2
Exchange rate, controlled foreign
corporations, 16-13

Exempt function
income of title-holding company,
73-15
sale of property, nonrecognition
of gain, 73-15
Exemption waiver, FICA, 26-1

Exempt organizations
group returns for, 28-4
presumption of status, 8-2

Exploration
recapture
recapture
tion of

expense, adjusted
of, 11-8
on disposition of por
property, 73-19

Export trade corporations
determining investment in export
trade assets, 16-15
election to consolidate group,
16-16
Expropriation loss, foreign, 4-12
recoveries, 19-3
extensions, 28-13
Extensions
corporations expecting carryback,
28-11
expropriation loss recovery,
28-13
tax on estate consisting of closely
held business, 28-12
time to make elections, 27-6

F
Farmers
excess deductions account, 18-2
fertilizer expenditures, 4-17
inventory valuation, 7-12
land clearing expense, 4-17
self-employment tax, 21-1

FCC policy
involuntary conversion in sales
to effectuate, 17-4

nonrecognition of gain in sales
to effectuate, 17-4
Fertilizer expenditures, farmers,
4-17
FICA
coverage of foreign subsidiary,
26-1
waiver of exemption, 26-1
Fifo, 7-11
Foreclosed property, minor capital
improvements, 10-4
Foreign community property, allo
cation of income, 16-17
Foreign corporations
effectively connected income,
16-1
real property income, 16-2
transactions involving, 28-7
see also controlled foreign cor
porations
Foreign death taxes, deductibility,
25-3
Foreign expropriation loss, see ex
propriation loss, foreign
Foreign income, see tax credits on
foreign income
Foreign investment companies
current distribution of income,
18-1
foreign tax credit, 18-2
Foreign life insurance companies,
distribution to shareholders,
14- 2
Foreign organizations, denial of ex
emption, 27-4
Foreign personal holding company
income, 9-4
information returns, 28-4
Foreign tax credit
foreign income, 3-2, 16-2
foreign investment companies,
18-2
limitation on, 23-1
regulated investment company,
15- 1
Foreign taxes, partner’s share, 13-1

Forms {see also Appendix, Ch. 30)
a-S, 28-16
SS-15, 26-1
SS-15a, 26-1
W-2, 28-6
W-4, 26-3, 73-25
W-4P, 26-4
433, 28-16
656, 28-16
706, 25-1
709, 25-4
843, 9-4, 28-14
851, 23-5
866, 28-15
870, 28-13
870-AD, 28-13
906, 28-15
941, 73-28
942, 73-28
957, 28-4, 28-5
958, 9-4, 28-4, 28-5
959, 28-7
964, 5-3
966, 5-4
972, 9-5
973, 9-5
976, 9-4
982, 4-3
982A, 17-5
990, 28-4
990-AR, 28-8, 28-9
990-T, 73-16
1023, 8-2
1040, 3-1, 4-4, 28-2
1040- ES, 28-2, 28-3
1040, Schedule F, 21-1
1040, Schedule G, 19-1
1041- B, 12-3
1045, 28-14, 28-15
1065, 28-3
1087, 28-5, 28-6, 28-7, 28-8
1096, 15-1, 28-6, 28-8
1099, 5-2, 15-1, 28-5, 28-6,
28-7, 28-8
1116, 16-2, 16-4
1118, 15-1, 16-2, 16-4, 18-2
1120, 18-2
1120-F, 16-1

1120, Schedule PH, 9-2, 9-3,
9-5
1122, 23-5
1128, 7-3, 7-4
1138, 28-11, 28-12
1139, 28-14, 28-15
2031, 21-1
2119, 4-3, 17-2
2120, 4-5
2438, 18-2
2553, 20-1
2950, 6-2
2952, 28-5
3115, 4-1, 4-2, 4-7, 7-5
3646, 16-15
3903, 4-20, 73-10
4029, 21-2
4653, 8-2
4832, 73-2, 73-3, 73-5, 73-8
4876, 73-22
7004, 28-16
Foundations, see private founda
tions
Franchises, contingent payments by
franchisee, 18-3
Freight expenses, DISC, 73-24
Future services, accounting meth
ods, 7-6

G
Gift-splitting by spouses, 25-5
Gift tax
creation of tenancies by the en
tirety, 25-5
gift-splitting by spouses, 25-4
specific exemption, 25-5
Goodwill, payment for, in liquida
tion of partnership interest,
13-5
Group returns, exempt organiza
tions, 28-4
Guaranteed debt obligations, bad
debts, 4-7

H
Highway vehicles, installment pay
ment of tax, 28-11

Historical costs, computation of,
controlled foreign corpora
tions, 16-10

I
Income
Commodity Credit Corporation
loans as, 4-2
current distribution, foreign in
vestment companies, 18-1
distributions of previously taxed,
small business corporations,
20-3
effectively connected, foreign
corporations, 16-1
exclusion of discharge of indebt
edness from, 4-3
exclusion of recovery of uncon
stitutional taxes from, 19-2
inclusion of restricted property
in, 4-2
ordinary, employees’ trust, 73-13
rentals of certain aircraft and
ships as sources of, 73-21
tax on failure to distribute, pri
vate foundations, 27-1
title-holding company, 73-13,
73-15
undistributed, PHC, 9-1
see also unrelated business in
come; unrelated debt-financed
income
Income allocation, foreign commu
nity property, 16-17
Income averaging, 3-1, 19-1
Income taxes, allocation in consoli
dated returns, 23-4
Indebtedness, discharge of, 4-3
Indirect costs, allocation to repairs,
73-6
Individuals
ceiling on contributions of capi
tal gain property, 4-11
change of accounting period,
7-4
grants from private foundations,
27-3

limitation of tax for, controlled
foreign corporations, 16-6
newly married, change of ac
counting period, 7-3
Industrial development bonds, in
terest on, 73-2
Information returns
banks’ common trust fund, 28-3
controlled foreign corporations,
28-5
group return for exempt organi
zations, 28-4
interest payments, 28-7
magnetic tapes, 28-6
officers of foreign PHCs, 28-4
payments other than dividends,
28-5
private foundations, 28-8
retirement payments, 28-7
time to furnish for dividends,
28-6
time to furnish for interest, 28-8
transactions involving foreign
corporations, 28-7
transmittal forms, 28-6, 28-8
Installment accounting
dealers in personal property, 7-7
realty and other sales, 7-8
Installment obligations inherited
under ’39 Code, beneficiaries,
12-5
Installment payment of tax
corporations, 28-10
estates, 28-10
highway vehicles and civil air
craft, 28-11
Installment reporting, liquidation
of partner’s interest, 13-6
Insurance companies
reciprocal underwriters, 14-5
see also life insurance compa
nies; mutual insurance compa
nies
Intangible drilling costs, 4-22
capitalize or expense, 11-2
nonproductive wells, 11-2
Intercompany transactions, de
ferred, 23-2

Interest
on governmental obligations,
73-2
on industrial development bonds,
73-2
information returns, 28-7
time to furnish information re
turns for, 28-8
Inventory valuation
dollar-value Lifo, 7-12
farmers, 7-12
Lifo, 7-12
methods, 7-11

Investment credit
additions and retirements, 3-4
apportionment among affiliated
group members, 3-2
asset disposal dates, 3-5
disposal and reselection of used
property, 3-5
estimated useful life, 3-3
leased Sec. 38 property, 3-7
multiple asset accounts, 3-3
rights to apportionment, 3-3
selection of used property, 3-6
treatment of mass assets, 3-4
useful life, 3-4
Investment credit property, depre
ciation, 73-4
Investment credit recapture
small business corporations, 3-6,
20-2
Investment in export trade assets,
16-15

Involuntary conversions
treatment of gain, 17-2
treatment of sales to effectuate
FCC policy as, 17-4

J
Joint tax returns
change from separate, 28-1
rates and credits, 3-1
vs. separate, 28-1

L
Land clearing expense, farmers,
4-17
Leased Sec. 38 property, invest
ment credit, 3-7
Leases, aggregation of multiple,
73-1
Less developed country (LDC),
qualified investment in, 16-5
Life insurance companies
accounting method, 14-1
computation of reserves, 14-2
foreign, distribution to share
holders, 14-2
reinsured policies, 14-3
transfers of surplus, 14-1
Life insurance taxable income,
controlled foreign corpora
tions, 16-5
Lifo, 7-11, 7-12
Liquidating distribution, PHC, 5-2
Liquidation
basis of property received, 5-3
one-month, 5-3
12-month, 5-4
Liquidation of partnership interest,
payment for goodwill, 13-5
Liquidation of partner’s interest,
installment reporting, 13-6
Loans
bank reserve for losses on, 10-1
character of, building and loan
associations, 28-18
mineral production payments as,
73-20
private foundation, as qualifying
distributions, 73-25
savings bank reserve for losses
on, 10-3
Long-term contracts, 7-5, 7-6
Losses
deduction of, in valuation of tax
able estate, 25-4
reduction of basis for excess,
19-3, 73-24
SBIC reserve for, 10-2

Losses on loans
bank reserve for, 10-1
savings bank reserve for, 10-3
Low-income housing
depreciation, 4-10
sale, nonrecognition of gain, 17-3

M
Magnetic tapes, information re
turns, 28-6
Mass assets, for investment credit,
3-4
Medical expenses, decedents, 4-19
Mexican subsidiary, consolidated
returns, 23-8
Mim. 6383, 28-15
Mim. 6475, 4-1
Mine exploration expenses, alloca
tion of, 23-3
Mineral interests
aggregation of nonoperating, 11-6
single operating, division into
separate interests, 11-5
Mineral production payments, treat
ment as loans, 73-20
Mineral property, advanced royal
ties, 11-1
Minimum standard deduction, sep
arate returns, 4-4
Minimum tax
aggregation of multiple leases,
73-1
allocation of $30,000 exemption,
3-7
elimination of 15 percent net
lease test, 73-1
Mining expense, transportation ex
pense as, 11-3
Mining exploration expenditures,
deduction and recapture, 11-7
Ministers, self-employment tax, 21-1
Minority stockholders in controlled
foreign corporations, rights of,
16-11
Moving expenses
reimbursement and deduction,
73-10

timing of deduction, 4-20
Multiple asset accounts, 3-3
Multiple support, dependents, 4-5
Multiple surtax election
full exemption, 24-5
phase-in of 100% dividendsreceived deduction, 24-5
retroactive termination, 24-3
Multiple surtax exemptions, elect
ing, 24-2
Multiple tax benefits, apportion
ment of, 24-2
Multiple trusts
multiple distributions, 12-4
tax on accumulation distributions,
12-4
Mutual insurance companies
alternative tax, 14-3
geographical areas for concen
trated risk premium percent
age, 14-4
protection against loss account,
14-5
Mutual savings banks
bad debts, 10-2
treatment of reserves, 10-3

N
Neighborhood land rule, 73-17
claim for refund, 73-18
Net lease test
aggregation of multiple leases,
73-1
elimination of, 73-1
Nonoperating mineral interests, ag
gregation, 11-6
Nonpartisan organizations, status of,
73-28
Nonproductive wells, intangible
drilling costs, 11-2
Nonrecognition of gain
sale of low-income housing, 17-3
sales in obedience of SEC orders,
17-5
sales to effectuate FCC policy,
17-4

Nonresident aliens, real property
income, 16-1
Nontaxable transfers, appreciated
securities, 22-1

O
Obligations issued at a discount, 7-8
Offers in compromise, 28-16
Oil and gas wells, intangible drill
ing costs, 4-22
One-month liquidation, recognition
of gain, 5-3
On-the-job training facilities, amor
tization, 73-10
Operating mineral interests
aggregation of separate proper
ties, 11-4
single, division into separate in
terests, 11-5
treatment as separate properties,
11-4
Organization expenses, 4-21

p
Partner
distributive share of contributed
property, 13-2
effect of distributive share on
partnership agreement, 13-2
share of foreign taxes, 13-1
transferee, basis of partnership
property, 13-4
Partnership (s)
allocation of Sec. 754 basis ad
justment, 13-7
change of accounting period, 7-2
elections in general, 13-1
exclusion of partial exclusion from
subchapter K, 13-8, 13-9
received in liquidation, 5-3
Sec. 1250, change of depreciation
method, 4-9
taxable year, adoption or change,
13-3
taxes and carrying charges on,
4-22

Partnership agreement and partner’s
distributive share, 13-2
Partnership interest
apportionment of payments, 13-5
installment reporting of liquida
tion, 13-6
payment for goodwill, 13-5
sale, exchange, or liquidation of,
13-3
Partnership property basis
adjustment of, 13-6
Sec. 754, 13-7
transferee partner, 13-4
undistributed, 13-4
Pension plans, date of deduction of
payments to, 6-1
Pensions and annuities, withholding,
26-4
Periodicals
allocation of mechanical and dis
tribution costs, 73-14
consolidation of multiple, 73-14
Personal holding company (PHC)
consent dividends, 9-5
deficiency dividends, 9-3
dividends paid after close of year,
9-5
foreign, information returns of
officers, 28-4
foreign PHC income, 9-4
lien on undistributed income, 9-2
liquidating distribution, 5-2
undistributed income, 9-1
Personal property, dealers in, in
stallment accounting, 7-7
Political candidates, contributions
to, 73-11
Pollution control facility, amortiza
tion, 4-10
Prepaid income
dues, 7-10
subscriptions, 7-9
Presidential election campaign fund,
contributions to, 73-28
Presumption of status, exempt or
ganizations, 8-2

Previously taxed income, small busi
ness corporations, distributions
of, 20-3
Pricing rule, DISC intercompany,
73-23
Private foundations
computation of minimum invest
ment return, 73-25
denial of exemption to foreign
organizations, 27-5
disposition of excess business
holdings, 27-3
extension of correction period for
failure to distribute, 73-26
extension of correction period for
jeopardizing investment, 73-25
grants to individuals, 27-3
grants to organizations, 27-4
information returns, 28-8
loans as qualifying distributions,
73-25
new foundations, special first-year
rule, 73-27
noncompliance with government
instruments, 8-2
operation as public charity, 8-1
order of qualifying distributions,
27-2
split-interest trusts, 27-4
status of nonpartisan organiza
tions, 73-28
tax on failure to distribute in
come, 27-1
termination of status, 8-1
treatment of certain contributions,
27-2
treatment of set-asides, 27-1
Privilege to file, consolidated re
turns, 23-1
Profit-sharing plans, affiliated group,
6-1
Protection against loss account,
mutual insurance companies,
14-5

Q
Quick-refund procedure, 28-14

R
Railroad grading and tunnel bores,
amortization, 4-18
Railroad rolling stock, amortization,
4-17
Rates and credits
foreign tax credit, 3-2
income averaging, 3-1
joint returns, 3-1
optional tax tables, 3-1
retirement income credit, 3-2
Rates and fife, depreciation, 4-8
Real estate investment trust
election of status, 15-2
timing of dividends paid, 15-3
Real property
guaranteed debt obligation, 4-7
installment sale, 7-8
subdivided and improved, 18-1
Real property income
foreign corporations, 16-2
nonresident aliens, 16-1
Real property taxes, year of deduc
tion, 7-10
Recapture
adjusted exploration expenses,
11-8
deduction and, mining explora
tion expenses, 11-7
and subchapter S, investment
credit, 3-6
Reciprocal underwriters, insurance
companies, 14-5
Recognition of gain
one-month liquidation, 5-3
12-month liquidation, 5-4
Recovery
unconstitutional taxes, exclusion
from income, 19-2
war losses, 19-2
Redemption of stock on termination
of interest, 5-1
Refunds
claim for, “neighborhood land
rule,” 73-18
see also credits and refunds

Regulated investment company
basis for stock, 17-1
election of status, 15-1
foreign tax credit, 15-1
timing of dividends paid, 15-2
Reimbursement and deduction,
moving expenses, 73-10
Reinsured policies, life insurance
companies, 14-3
Remuneration, noncash, withhold
ing tax, 26-3
Rental housing, low-income, depre
ciation, 4-10
Repair allowance, ADR, 73-6
Repairs, allocation of indirect costs
to, 73-6
Research and experimental expenses
cost of developing computer soft
ware, 4-14
deferral, 4-14
treatment, 4-13
Reserves for losses
banks, 10-1
mutual savings banks, 10-3
savings banks, 10-3
SBICs and business development
corporations, 10-2
Residence
basis of new, 17-2
replacement of, 17-2
sale of, over age 65, 4-3
Restricted property, inclusion in in
come, 4-2
Retirement income credit, 3-2
Retirement payments, information
return, 28-7
Rev. Procs.
62-21, 3-3
64-51, 7-5
66- 50, 7-4
67- 10, 7-5
67- 40, 7-5
68- 26, 7-5
70-15, 7-5
70-16, 7-5
70- 27, 7-5
71-20, 28-6
72- 10, 73-6

72-12, 73-22
Rev. Ruls.
55-118, 11-2
65-297, 7-8
69-33, 5-5
71-440, 23-7
Royalties, advanced, mineral prop
erty, 11-1

s
Sale(s)
to effect FCC policy, as involun
tary conversion, 17-4
of exempt function property, non
recognition of gain, 73-15
low-income housing, nonrecogni
tion of gain, 17-3
in obedience of SEC orders, 17-5
of residence, over age 65, 4-3
treatment of condemnation as,
17-3
Salvage value
reduction as retirement occurs,
73-8
reduction of, 4-9
vintage account, 73-8, 73-9
Savings banks, reserve for losses on
loans, 10-3
SBICs
reserve for losses, 10-2
securities transactions, 10-1
Scrap, ordinary retirement by trans
fer to, 73-8, 73-9
SEC orders, sales in obedience of,
17-5
Securities
appreciated, nontaxable transfers,
22-1
transactions, business develop
ment corporations, 10-1
Self-employment tax
conscientious objector, 21-2
farmers, 21-1
ministers, 21-1
Separate returns
change to joint, 28-1
vs. joint, 28-1

minimum standard deduction, 4-4
Set-asides
private foundations, 27-1
unrelated business income, 73-16
Ships, rental as source of income,
73-21
Short-period returns
computation of taxable income,
7-4
separate, by subsidiary, 23-7
Sick pay, withholding tax, 26-2
Small business corporations
consent of new shareholders, 20-2
distributions of previously taxed
income, 20-3
election of taxable status, 20-1
investment credit recapture, 3-6,
20-2
Soil and water conservation ex
penses, 4-15
Specific exemption, gift tax, 25-5
Split-interest trusts, private founda
tions, 27-4
Standard deduction, 4-4
State death taxes, deductibility,
25-2
Stock
collapsible corporation, 5-4
redemption, termination of inter
est, 5-1
regulated investment company,
17-1
rights acquired in distribution,
5-2
and stock rights, disproportionate
distributions, 73-11
Subchapter K, exclusion or partial
exclusion of partnership from,
13-8
Subchapter S (see small business
corporations)
Subdivided and improved real
property, 18-1
Subpart F income exclusion, con
trolled foreign corporations,
16-7
Subscriptions, prepaid income, 7-9

Subsidiary assets, depreciation, 73-4
Surtax exemption
allocation, consolidated returns,
23- 9
apportionment, 24-1
electing multiple exemptions,
24- 2

T
Tax(es)
and carrying charges on property,
4-22
on estate consisting of closely
held business, 28-12
on failure to distribute income,
private foundations, 27-1
for individuals, controlled foreign
corporations, 16-6
unconstitutional, exclusion of re
covery from income, 19-2
see also installment payment of
tax; minimum tax; withholding
tax
Taxable year
adoption of, 7-1
partnership adoption or change,
13-3
consolidated returns, and periods
of 30 days or less, 23-7
Tax court
appeal of decision, 28-17
bond to stay assessment, 28-17
disputes under $1,000, 28-16
Tax credit on foreign income
deemed, 16-3
limitation on, 16-3
time to claim, 16-4
U.K. royalties, 16-5
see also foreign tax credit
Tax return
change from separate to joint,
28-1
computation of tax by IRS, 28-2
separate vs. joint, 28-1
withholding for domestic service,
73-28

Tax tables, optional, 3-1
Tenancies by the entirety, gift tax,
25-5
$30,000 exemption, minimum tax,
3-7
Timber, payment deemed disposal,
11-9
Timber cutting as sale, 11-9
Title-holding company
exempt function income, 73-15
treatment of income, 73-15
Trademarks and trade names, 4-16
Transfer
of interest, adjustment to basis of
partnership property, 13-6
nontaxable, appreciated securi
ties, 22-1
of surplus, life insurance compa
nies, 14-1
Transferee partner, basis of partner
ship property, 13-4
Transmittal forms, information re
turns, 28-6, 28-8
Transportation expense as mining
expense, 11-3
Trusts
distributions by, year of credit,
12- 2
see also accumulation trusts; es
tates and trusts; multiple trusts

u
U.K. royalties, tax credit, 16-5
Unconstitutional taxes, recovery ex
cluded from income, 19-2
Underwriters, reciprocal, insurance
companies, 14-5
Undistributed partnership property,
adjustment of basis, 13-4
Undistributed personal holding com
pany income, adjustments, 9-1
Unrelated business income
allocation of mechanical and dis
tribution costs of periodicals,
73-14
consolidation of multiple periodi

cals, 73-14
exempt function income of title
holding company, 73-15
sale of exempt function property,
nonrecognition of gain, 73-15
time to make set-aside, 73-16
treatment of title-holding com
pany income, 73-13
Unrelated debt-financed income
church property, 73-19
indeterminate acquisition price,
73-17
neighborhood land rule, 73-17
Used property rule, depreciation,
73-3

V
Valuation dates, alternate, estates,
25-1
Valuation of assets, charitable re
mainder trusts, 12-3
Valuation of taxable estate
deduction of certain expenses,
25-1
deduction of certain losses, 25-4
Vintage account
salvage value, 73-8, 73-9
special basis, treatment of, 73-7

w
War-loss recoveries, 19-2
Water and soil conservation ex
penses, 4-15
Withholding tax
additional allowances, 26-3
bonuses, 26-3
computation methods, 26-2
domestic service, 73-28
no income tax liability, 26-4
noncash remuneration, 26-3
nonwage payments, 26-5
pensions and annuities, 26-4
sick pay, 26-2
special allowance, 73-25
Would-have-been companies, undis
tributed PHC income, 9-3

